DEPARTMENTS OF STATE, JUSTICE, COMMERCE, 
THE JUDICIARY APPROPRIATIONS FOR 1952 


TUESDAY, MAY 1, 1951 


Unirep STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10:30 a. m., pursuant to recess, in room 
K-82, the Capitol, Hon. Pat McCarran (chairman of the subcom- 
mittee) presiding. 

Present: Senators McCarran, Ellender, Bridges, Ferguson, and 
Saltonstall. 

DEPARTMENT OF COMMERCE 


Bureau or Pusiic Roaps 


STATEMENTS OF THOMAS H. MacDONALD, COMMISSIONER OF 
PUBLIC ROADS; C. D. CURTISS, DEPUTY COMMISSIONER, 
FINANCE AND MANAGEMENT DIVISION; J. C. ALLEN, BUDGET 
OFFICER; E. F. ALLEN, BUDGET EXAMINER; F. R. CAWLEY, 
DEPARTMENTAL BUDGET OFFICER; B. ECKHAUS, BUDGET 
EXAMINER; A. P. DEAN, CHIEF DIVISION ENGINEER, USFS; 
AND B. F, HEINTZLEMAN, REGIONAL FORESTER FOR ALASKA 


INTER-AMERICAN HIGHWAY 


Senator McCarran. The subcommittee will come to order. 

Yesterday Senator Ferguson was talking about the highway through 
Central America. Is that not rather hard to maintain there? 

Mr. MacDona.p. Yes; it is. On many sections the vegetation 
grows so rapidly that it becomes a major task just to keep the growth 
from creeping in on the road. That is a characteristic of the situation 
in Panama during the rainy season. The climatic conditions are such 
that it becomes very difficult to keep the vegetation from creeping in 
and covering the road. 

Senator McCarran. Senator Ellender, yesterday we had the Bureau 
of Public Roads here, and they are back today. Senator Ferguson 
came in late in the afternoon and was inquiring about the road down 
through Mexico and Central America and certain phases of it on which 
he seemed to have personal knowledge. 

I have no personal knowledge of it, but Senator Ferguson said he 
would be here in a few minutes. Do you have some knowledge of it, 
too? 

Senator ELLENpDER. I have been down there, but I did not go over 


the road. I landed in Mexico City by air. 
725 
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AMOUNT FOR TONGASS FOREST HIGHWAYS, ALASKA 


Senator McCarran. We will go back to that, but I want to take up 
the Tongass Forest highways in Alaska. The Department is request- 
ing $3 500,000. 

Page 857 of the justification will be inserted in the record. We 
went into that partially yesterday. Is there anything further your 
group wishes to say with reference to that? If so, we will be glad to 
have it on the record. 

The justification referred to is as follows: 
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Mr. MacDonatp. With your permission, I think the Forest 
Service should make a statement as to the need for this development 
of that road to explain its relationship to the development of the 
pulpwood industry. 

The statement referred to is as follows:) 


TonGcass Forest Higuways, ALASKA 


Funds made available under the authorization of $3,500,000 for fiseal vear 
1951 and a like amount for fiscal year 1952 provided by Public Law 769, Eightv- 
first Congress, are to be used to extend and improve the forest highway systems 
in the vicinity of Ketchikan, Juneau, and Sitka, Alaska, on lands within and 
adjacent to the Tongass National Forest. The work is essential to a satisfactory 
development of the timber resource of this forest. 

The Tongass National Forest covers about 16,000,000 acres in southeastern 
Alaska and contains approximately 78.5 billion board feet of timber. This great 
timber resource is not yet well developed. The output of timber products 
presently consists of about 55 to 60 million board feet of lumber per vear. An 
annual production of 1,000,000 tons of pulp in addition to an increased quantity 
of lumber is possible under sustained-yield forest management. 

A very critical situation in regard to pulp supplies in the United States can be 
substantially relieved by the establishment of pulp and paper enterprises on the 
forest. However, existing road facilities in the vicinity of proposed sites for 
these enterprises are inadequate for even present traffic requirements. TImprove- 
ment and extension of roads in these areas are necessary to provide for expanding 
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transportation needs that will be generated by the establishment of pulp mills. 
Forest highways will have to be extended farther into the forests to make tracts 
available for the building of houses by loggers and mill workers. The small 
towns near the pulp-mill sites cannot accommodate this increased population. 
The total length of the roads to be constructed and improved under this program 
is 46 miles. Owing to the rough topography of the region, the localities to be 


made accessible by these roads cannot be compact but must necessarily be spread 
over considerable areas, 

It should be pointed out that the Territory of Alaska cannot afford, with its 
relatively small population and limited highway funds, to build these roads in the 
Tongass National Forest which covers almost three-fourths of the total area of 
southeast Alaska and approaches very closely to the boundaries of the towns in 
that region. 

It is anticipated that the pulp and paper and allied industries will within 10 
vears be paving between $800,000 and $1,000,000 per vear to the Federal Gover 
ment for the national forest timber they utilize. These roads should thus prove to 
be a good investment both for the development of a federally owned resource as 
well as for the production of timber products needed in connection with national 
defense. 

Senator McCarran. Senator Ferguson, before you came in yester- 
day, we went into the matter of the Tongass Forest Highway. | 
want to go back into it and get a further explanation. 

Who will take that? 

Mr. MacDonaup. Mr. Heintzleman is the regional forester for 
the Forest Service and is familiar with that section. 


EXTENT OF FOREST ROADS IN TONGASS FOREST 


Senator McCarran. How extensive are your forest roads in that 
locality? 

Mr. Hernrzteman. The Tongass National Forest has 16 million 
acres. The amount of highway in the forest of all kinds is about 175 
miles. 

Senator McCarran. Is that forest highways or roads and trails? 

Mr. HeinrztemMan. Roads of all grades. 

Senator McCarran. It comes under roads and trails, not undet 
forest highways? 

Mr. HernrzitemMan. It includes the forest highways and_ othe 
highways. The total for forest highways alone is about 125 miles. 

Senator McCarran. Yesterday Mr. MacDonald very properly made 
the distinction between roads and trails, and forest highways. So | 
want you please to make the same distinetion as vou go along. 

Mr. HernrztemMan. I will explain, then, at the start that in the 
Tongass National Forest we have about 125 miles of forest highways; 
about 67 miles of forest-development roads; and about 1,000 miles of 
forest trails. 

Senator McCarran. Do those forest trails tend to admit access to 
this forest so that the timber may be taken out and the good timber 
may be preserved? 

Mr. HeinrztemMan. The trails are primarily foot trails and were 
built primarily for prospecting purposes and recreation. Many of 
them lead back into the high country. 

The forest-development roads are secondary roads and were built 
to help develop the forest. 

Senator McCarran. This is a forest-development road you are 
asking now? 

Mr. HernrzLeMan. These are forest highways. 
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Senator Ferauson. Where is that on the map that we have here? 

Mr. HernrzteMan. The picture you have is taken on the west side 
of Admiralty Island, southwest of Juneau. 

Senator Frerauson. It is on the west slope of the mountain? 

Mr. HetnrzLeMAn. Yes. 


TIMBER VALUE 


Senator Ferauson. So you have pretty good timber in there? 

Mr. HernrztemMan. Very excellent timber. 

Senator Fercuson. This is not really part of the Canadian-Alaska 
Highway at all? 

Mr. Hernrzteman. No. The Alaska Highway is farther north and 
is shown on this map in red. 

Senator Fereuson. The timber in there is not valuable? 

Mr. HernrzuemMan. It is of an entirely different kind. It is a light 
stand of timber. 

Down on the south coast of Alaska is where we have the heavy 
Pacific type of timber. 


AMOUNT AUTHORIZED 


I would like to say first, Mr. Chairman, this item of $3,500,000 
would come under the authorization for $7 million which was allowed 
by the Eighty-first Congress for the extension and improvement of 
forest highways around three of the principal towns in southeastern 
Alaska. 

This Tongass National Forest we have just mentioned is practically 
coextensive with southeastern Alaska. It covers practically all of 
southeastern Alaska. It comes right up to the boundaries of the 
towns. 

So that any extension of community development naturally has 
to go out into the forest area. Of course, development cannot extend 
into the forest unless there are roads. 

All of the principal roads in the Tongass National Forest are forest 
highways built by the Federal Government. 

In the last 10 years the highway appropriations have not been 
sufficient to take care of the natural growth of these towns and there- 
fore we are way behind in road work. We should catch up now. 
The matter has become critical recently because of the desire and the 
attempt of the Forest Service and the other Government agencies 
working in Alaska to develop the enormous timber resource in south- 
eastern Alaska. 

The forests there, as I mentioned before, are the heavy Pacific 
coast type of forests. They are of spruce and hemlock and are 
primarily valuable for pulp and paper manufacture. 


PULP AND PAPER SOURCE 


Pulp and paper supplies are extremely critical in the United States 
at the present time. That is the reason why we have been trying to 
develop this industry here. We figure that we can produce 1 million 
tons of paper forever in southeastern Alaska, and we want to get the 
thing under way at this time. 
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Senator McCarran. There is money for these roads in the third 
supplemental, is there not? 

Mr. Herntrzteman. That is correct. 

Senator McCarran. That is now pending on the floor of the 
penate. 

Mr. Herntzteman. That is $3,500,000. This would be the second 
$3,500,000, making up the total authorization of 7 million dollars. 

Senator ELLENDER. How many miles of road will that build? 

Mr. Heinrzteman. Approximately 50 miles. 


TIMBER SALE 


Senator ELLENDER. What is the status of the timber sales to be 
made bv the Interior Department? 

Mr, Hetnrzteman. It will be sold by the Forest Service, Depart- 
ment of Agriculture. 

Senator ELLENDER. What is the status of that? 

Mr. Hernrzteman. That timber has been awarded for a plant at 
Ketchikan. It has been awarded to the Ketchikan Pulp & Paper Co., 
a corporation set up jointly by the American Viscose Co. and the 
Puget Sound Pulp & Timber Co. to establish a large pulp mill in south- 
eastern Alaska. 

Senator ELLeNpDER. What is the status of that? 

Mr. HetntzLeMan. They are going forward with the plans. 

Senator Exienper. Is that the difficulty brought about by the 
fishing industry there? 

Mr. HemnrzuemMan. I will explain that, Senator. 

The timber has been awarded. The company has spent about 

$500,000 to date on its timber surveys, waterpower surveys, the pur- 
chase of a plant site, and the design of the plant. 

We are hoping, and I think they are expecting, to start construction 
work in the very near future. 

In connection with fishing—we are ironing out any possibility of 
difficulty connected with the fishing industry. We want to be sure 
there is going to be no pollution of the fresh-water streams or of the 
sea channels of southeastern Alaska. 

Senator ELLeENDER. Are any of these proposed roads essential 
this development? 

Mr. HertnrzpeMan. Yes. We are asking for this road money 
because we would like to get three large pulp mills in Alaska. 

Senator ELtenper. I am talking about the development that we are 
speaking about. Are these roads necessary for that particular 
development? 

Mr. Heinrzteman. Yes. They are essential to that particular 
development at Ketchikan of which we were just speaking, and also 
for two other plants we are trying to get at two other towns. All 
would be benefited by these roads. 


ROAD DEVELOPMENT ON ALASKAN ISLANDS 


Senator ELLENDER. Two years ago it was stated that a good deal 
of timber was located on various islands. 
What provision are you making for connection to those islands? 





STATE, JUSTICE, COMMERCE, JUDICIARY APPROPRIATIONS, 1952 


Mr. Herntzteman. The roads covered by this item are community 
roads extending out into the forest. Any logging roads to get out 
the timber on the islands are to be built by the pulp and paper 
compi nies. 

Senator ELLENDER. Do we understand these proposed roads are to 
be built on that part of the Territory of Alaska where Ketchikan is 
located? 

Mr. HeinrzteMan. That is correct. 

Senator ELLENDER. So no connection can be made from one island 
to another? 

Mr. HeinrzLeMan. Not at all. These are extensions of the com- 
munity roads out into the forest in order to make more land available 
for workers’ homes and for the supplemental industries which would 
come with this enormous pulp development. 

Senator ELLeENDER. Do the other two developments aside from the 
one you are speaking of have to be built in the same area where 
Ketchikan is or are you going to go farther? 

Mr. Hernrzteman. They are built out from two other towns, Sitka 
and Juneau. 

These pulp projects are very large and employ many people. The 
one at Ketchikan is e sit te _ to cost 40 million dollars and when fully 
developed may add four or five thousand people to the population of 
that area. 

Senator ELLeNpDER. What facilities are you providing by way of 
road building for the Sitka area and the Juneau area? 

Mr. HeinrzteMan. Approximately one-third of the road money to 
each place. 

Senator ELLENDER. Out of this proposed appropriation? 

Mr. HeinrztemMan. Out of the 7 million dollars. 


Senator ELLENpDER. What is the status of those other two projects? 


LUMBER MILLS 


Mr. HeinrztemMan. We are carrying on negotiations with other 
concerns who are considering putting plants in these other places. 

Senator ELLenprER. Is that American capital? 

HrINTZLEMAN. Yes, sir; so far. 

[ will have to correct that statement. One group is considering a 
plant at Sitka that is connected with Belgium interests 

All the rest are Americans and with American capital. It is my 
understanding that, if the Belgium group goes into Sitka, that is to 
be an American project too. That is, it will be financed largely 
with American money. 

Senator ELLenpER. How far have you advanced on those two 
projects? 

Mr. HetnrztemMan. At Sitka, about $200,000 has been spent to 
date on surveys. 

Senator EL:LenpER. Have they made any contracts? 

Mr. HernrzteMan. We have not advertised the timber yet because 
they have not made enough showing to justify us to do so. 

Senator ELLENDER. The survey has not advanced far enough? 

Mr. Hemnrzteman. That is right. 

We have another project under consideration at Juneau which 1 
think will be of tremendous value to Alaska and to the country as a 
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whole. It would be newsprint. As you know, the country is ex- 
tremely short of newsprint. We have the possibilities in Juneau of 
establishing a very large newsprint plant. It could make as much as 
700 tons of newsprint per day forever. 

Senator ELLeNpER. Do you think you would experience difficulty 
in satisfving the fishing industry in the Sitka area and the Juneau area? 

Mr. HernrzLeMaANn. I am sure we will not. We are studying that 
very carefully. It is to be a continuing study. 

You want to know how to prevent sedimentation in the streams and 
erosion on the logging areas. This continuing research project will 
show how not to interfere with salmon streams. We do not want to 
develop one industry at the expense of another. 

Senator McCarran. This forest is all owned by the United States? 
I mean the land? 


GOVERNMENT OWNERSHIP OF ALASKA FORESTS 


Mr. HeinrzteMan. It is all national forest land. All timber in 
southeastern Alaska is owned by the Federal Government and most 
of it is under control of the Forest Service. 

Senator McCarran. When this pulp industry is set up there, how 
is that timber acquired by the pulp people? Is it purchased from the 
Government? 

Mr. HeinrztemMan. The cutting rights are acquired from the Fed- 
eral Government. We charge them so much a thousand board feet 
as it is cut, 

After the first 10 years and at intervals thereafter we can adjust the 
price, 

Senator McCarran. How do you designate the timber to be cut? 

Mr. HeminrzteMan. All cutting operations are under our supervi- 
sion so we leave the ground in good shape for natural reproduction. 

Senator ELLenpER. That is strip cutting? 

Mr. HemnrzLeMan. Yes. 

Senator Frerauson. Do vou charge for these roads? 


COMMUNITY ROADS 


Mr. HeinrzneMan. These are community roads. They are not 
out where the companies are going to do the logging. They are 
building up the communities, making the communities better places 
in Which to put pulp and paper plants and other kinds of supplemental 
industrial developments. 

Senator Frerauson. We are building up the cities? 

Mr. HemnrzLemMan. That is right. 

Senator Frerauson. Are we building the houses there? 

Mr. Hemnrztpeman. No. We are just putting in the roads on the 
environs of the cities in order that these communities can increase in 
SIZe. 

Senator McCarran. Let us get that more clearly, please. Are 
these roads just in a community? 

Mr. HeIntzLeEMAN. These roads are an extension of the community 
roads which are there now, out into the forest. 

Senator McCarran. Do they not penetrate the forest? 

Mr. HemnrzLeMan. Yes; they penetrate the forest. 

Senator Ferauson. They are not for logging purposes? 
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Mr. HeintzLemMan. That is right. 

Senator McCarran. What are they for? 

Mr. Heinrzteman. To give the communities a chance to expand 
Ketchikan, for example, has a population of about 6,000, but th 
coming in of these timber industries, or this timber industry, is going 
to increase the size of that town, or the population of that community 
by about 4,800, we think. 

Senator McCarran. Would these roads that you propose to build 
with this money, that you call community development roads—wil! 
the pulp and paper people come in there and operate within that 
forest? Does it aid the pulp people? 

Mr. HeinrztemMan. It only aids them in that it makes the towns 
better places in which to put their plants. 

Senator Bripcres. Why should they do it any more than for Reno 
Nev., or Concord, N. H.? 

Mr. HemnrzteMan. Practically all of southeastern Alaska is fed- 
erally owned national forest land. 

Senator Fercuson. Why should they do it any more for them than 
up in Ontonagon, Mich.? What if people want to come in and put 
industries and homes in there? Why should the Federal Government 
go in and spend the money and the people who are getting the homes 
and going into private industry not pay a dollar for these streets? 

Senator ELLENpDER. The State would do it. 

Senator FrerGuson. We have a system of taxation there against 
the people. 

Senator ELLenpEr. These forests belong to the Federal Govern- 
ment. If the timber rights are sold, it is going to be revenue to the 
Federal Government. So that the Federal Government is really 
acting in the capacity of a State in the development of this forest. 

Senator Ferauson. You also have highways you pay for when you 
purchase your lot or your land. The subdivisions put in these streets 
These are not access highways in the forests. 

Mr. HernrztemMan. They are not access highways in the sense that 
they are to be used for logging. 

Senator Fercuson. That is what the United States Government is 
interested in, getting the timber out. 

Mr. HemntztemMan. We cannot get the timber utilized unless these 
communities are improved so that they are satisfactory locations for 
pulp mill workers. 


ESTIMATED TIMBER RECEIPTS 


Also, we are going to offset this road cost with the timber that is cut 
We figure that during the first 10 vears these three plants will bring 
anywhere from $800,000 to $1,000,000 a year revenue for the Federal 
Treasury. This in a sense makes the project self-liquidating. 

Senator Ferauson. How is it going to make that? 

Mr. Hernrzteman. They pay us for the timber. 

Senator Ferauson. Are you going to put the price of these roads 
on that timber? 

Mr. HetnrzLeMan. No. 

Senator Ferauson. Why not? 

Mr. HetnrzteMan. If we were building roads to open up the 
timber, we would do that. 
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Senator Fercuson. You are telling us it is for the benefit of private 
industry going in there. 

Mr. HernrztemMan. We think it is a benefit for the whole com- 
munity. Not only private industry but everyone will use these 
roads. 

Senator Bripges. Why does not the community pay taxes the 
same as anybody else? 

Senator Ferauson. Why do they not have highway taxes to take 
care of these roads? 

Mr. HernrzLemMan. The population of Alaska is not vet sufficiently 
large to take care of road projects like this. 

Senator Bripass. ‘They come down here and advocate its admis- 
sion to statehood. They say that it is quite a place then. 

Mr. HernrztemMan. Alaska, I believe pays out $1 million a year on 
roads. 

Senator BripGres. You have a gasoline tax? 

Mr. HeInrzLeMAN. Yes; 2 cents. 

Senator BripGes. They should pay 6. 

Senator Frrcuson. Why should not these roads be taken care of 
locally there by the communities? 

Mr. HeinrzueMan. They simply could not afford to do it. 

Senator Fercuson. They are claiming they are ready for statehood. 

Mr. HernrzteMan. There are enormous tracts of timber here in a 
national forest. Those lands do not pay taxes. 

Senator ELLENDER. Unless you first make that community attrac- 
tive to bring more people there, your paper mills will not be able to 
develop. 

Senator FerGuson. But, Senator, industry that goes in there does 


not ask you to build whole communities, run these so-called pleasure 
drives out into the country. 


Senator ELLENDER. It is to connect existing communities so that 
people can go there and live. [am sure that Michigan built roads in 
certain parts of the State for the purpose of attracting industry; I am 
sure Louisiana has. 

Senator Ferauson. But vou have a different svstem on highways. 
You have not asked the Federal Government to do it. 

Senator ELLeNpDER. But the industry does not pay for those roads 
in my State, norin yours. They are built for the purpose of developing 
a certain area. 

[ repeat that by the same token this whole Territory is owned and 
controlled by the Federal Government. We want it to be developed. 
The only way you can do it is through the use of Federal funds. 

Senator Ferauson. If you do it that way, you ought to tax it 
against the land. 

Senator ELLENpDER. It is Federal land. 

Senator Ferauson. The communities are not. 

Mr. Heinrzteman. They are very small. 

Senator Ferauson. The land surrounds these roads is not Govern- 
ment land? 

Senator ELLeENpER. It is Federal land. 

Mr. HeinrzLeMan. Yes. 

Senator Ferauson. When the Federal Government sells the land, 
does it charge the cost of this road? Our difficulty is when we do 
these things, we appropriate the money and forget about it. 
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Senator McCarran. We have got to get back to a more compre- 
hensive situation. The argument offered by the Senator from New 
Hampshire and the Senator from Michigan, and the argument offered 
by the Senator from Louisiana, has merit. These roads must be got- 
ten down to the point where they are for the purpose of developing 
that forest so that the timber can be brought out and they are self- 
liquidating. 

| do not mean to criticize you, but I think where you have confused 
the issue is that you have made the committee think this is the town 
that you are building and these are really streets that you are building, 
Mr. Heintzleman. 

Mr. HeinrztemMan. No, sir; they are the extension of roads out of 
the communities that are there now so that people will have more place 
to build. 

Senator McCarran. From the community, penetrating the forest. 

Mr. HerinrzLeMan. Yes; they penetrate the forest. 

Senator McCarran. The pulp company will be in the community? 

Mr. Hernrzteman. The pulp plant will be in the vicinity. 

Senator McCarran. Up to date, it seems to me you lost your 
execution of the contracts by these people who are requiring these 
roads be put in there? IT would certainly hesitate to vote for an appro- 
priation for the purpose of utilizing our forest resources there and 
then have them turn it down 

It strikes me if in answer to questions propounded by me awhile 
ago that the main purpose and reason for this is to develop the timber 
resources, It should be made on condition that these contracts which 
we just talked about are executed. 

Mr. HernrztemMan. We feel sure we are going to get these big 
pulp and paper developments in Alaska. 

Senator ELLENDER. We have been talking about that ever since | 
have been in the Senate. So far nobody has made the start vet. 

Mr. HermnrztemMan. In addition I might sav these roads leading 
out from these towns are also needed to take care of the development 
which is taking place in these towns now, even without the pulp 
and paper industry. 

Senator Frrauson. I do not understand if these towns are pros- 
pering and developing, that they cannot build their streets. Why 
does the Federal Government have to do it? Why is none charged 
back to the land? 

Senator ELLENDER. This is not the building of streets in Ketchi- 
kan. Is that right? 

Mr. Hernrzteman. That is right. 

Senator ELLENDER. It is the roads leading out of Ketchikan. 

Senator FrerGuson. To where? 

Senator McCarran. To the forests. 

Senator ELLENDER. You will have to find places for people to 
build their homes and make it attractive so as to draw the necessary 
labor there in order to build those plants. 
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rTONGASS NATIONAL FOREST HIGHWAYS WHOLLY SUPPORTED BY 
FEDERAL FUNDS 


Senator Fercuson. Here is what they are anticipating: $7 million. 

What is the size of Ketchikan? 

\Ir. HemInrzteMaANn. About 6,000. 

senator I} RGUSON Here is $7 million of F. deral money. How 
much will the people there that are going to build homes and factories 

these highways pay toward this? 

Mr. Heminrzteman. We did not figure that these roads would bi 

il for by the individuals or by these companies 

Senator FrerGuson. That is what | am getting at 

Mir. Hemnrzteman. That is, directly 

Senator Frrauson. Why should the taxpayers of the United States 

America build them? I know we are building them in Central and 
' uth America. We have il peculiar idea in \merica as to what we 


n do and what we should do in the world. There is more reason for 
ka than some other places like the one road I saw beine built 
Ka than some other places like the one road i saw being bull 

rinidad over the mountain, about 8 miles of road over a high moun 


ntoa beach 


Che United states taxpavers built 3 because our sa lors took th 
ach of an exclusive club with some 20 memb« 
Then we built a highway over the mountain 
We in the Appropriations Committee do not get all the fae 
The 

AUTHORIZATION 


Senator McCarran. Let me oi Vouti language of the act in which 


his appropriation is authorized. It is on page 2 of Public Law 769 


the Kighty-first Congress: 


For forest highwa with vwdjoinn r adjacent to t ‘Tongas va 
vwdditional sum of S3.500.000 is authorized for ne fisca ear ( 
0, 1951, and in 1 4 i vy ) 4 
D vel ) I i 
1 po ul trac ine ( { mi i 
rees of s t} t Ala { 


If Vou had staved with that laneua re, \ir Hi intzleman. vou would 
t be in this controversy, I think 


AMOUNT FOR FOREST HIGHWAYS, ALASKA 


Senator Bripces. How much is for forest highways in Alaska? 
1 see one item of $1,756,621 What do we get up there? 
Mr. Hernrzteman. That is the appropriation, the total, for regular 
forest highways in the national forests of Alaska 
Senator BripGes. ts that all we get beside what vou are asking? 
Mr. HeinrznemMan. That is right; the national forests of Alaska 
Senator McCarran. You have an appropriation pending on the 
floor of the Senate now in this third supplemental. You have this 
in the regular appropriation bill. It is $7,000,000 included in this 
that vou pass on in this committee today 

Mr. MacDonaxp. Only the road items within the national forests 
come to the Public Roads. The Secretary of the Interior presented 
the budget for the roads outside of the national forests 
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Senator Bripcres. How much does that amount to? 
Mr. MacDona.p. I cannot answer the question in regard to thi 
Secretary of the Interior. 

Senator McCarran. That is for nonforest lands known as grazin 
lands, et cetera? 

Mr. MacDona cp. It is for all the roads in Alaska outside of th 
forest highways. 

The limitation of $1,500,000 annually up to the present act is al! 
there has been through the vears for work within the national forests 

Senator McCarran. This is a different item from the item havin 
to do with your highways through the national forests. This item is 
an exclusive item which addresses itself entirely to that communit\ 
up there and for the forests of Alaska. It must of necessity be for th: 
purpose of developing the forests of Alaska so that the timber o| 
Alaska may be used either for pulp or for lumber. 

If you put it on that basis, | do not think you are going to have thi 

trouble that vou have. You have given the picture to me that this 
a building of streets within a community, practically. 

Mr. Heryrzueman. This is an extension of the roads from th: 
towns out into the forest to make more space available. 

Senator McCarran. Those extended roads will be used by this 
pulp concern to bring in the timber to their mill; is that true? 

Mr. HetnrzLeMaANn. No; that is not correct. 

Senator Frrauson. It is for homes and housing, 

Mr. Hemnrzteman. And for industrial sites. 

Senator McCarran. Why will not these roads be used by the pulp 
companies? 

Mr. HeinrztemMan. We are going to make them build their own 
roads for logging the timber. The timber will be logged long distances 
away from the towns and towed in to the mills on the water courses 
we have in southeastern Alaska. 


< 






OTHER 


I have before me the Office of Territories, col 
struction of roads of the Interior Department which shows they ar 
asking $21,700,000 this vear for construction of roads in Alaska. 

We talked about forests. This is Interior on general roads. There 
are military roads and in very substantial amounts. 

So Alaska is doing all right. 

Senator Ferauson. Here is a justification. It says that the forest 
of southeastern Alaska which can be developed for home sites and 
commercial enterprises are largely within the Tongass National Forest 
of 16,000,000 acres The forests closely surround the cities and towns 
and community expansion of any extent must occur along roads 
leading into the national forest lands. 

Somebody is developing communities up there. They are building 
these roads to develop the communities. They are not directly con- 
nected with the selling of pulpwood or the getting of pulpwood to 
these loggers who are going to live back in the woods. They are going 
to bring it down by water. 

Roads have been built and are being built and maintained by the 
Bureau of Public Roads with forest-highway appropriations. 

We know what these pulpmills will do. They have to build thei 
OWn ronas 


ROAD 





CONSTRUCTION 








Senator BrIDGEs. 
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Senator McCarran. You may proceed with your presentation, 
Mr. Heintzleman. 


ROAD DEVELOPMENT AIMED AT COMMUNITY BETTERMENT 


Mr. Heinrzieman. I have not much more to say, except that if 
we want to get these large timber enterprises into Alaska, it is going 
to be necessary to make these communities more acceptable places to 
live in and allow them to develop into the surrounding country. 
That takes roads. 

Senator McCarran. Let me say I do not think you have one bit 
of opposition here if this project were self-liquidating from the sale 
of timber. I think you would have clear sailing. 

You have given a picture to this committee that you are building 
these roads within a little community of 6,000 people, and that is not 
voing to contribute anything as far as I can gather to the utilization 
of forests. 

Mr. HerntrzpemMan. We cannot have the forests utilized unless we 
make these communities better places in which to live. 

Senator FerGuson. You are talking here about business enterprises. 
What has that to do with the forests? A man might build a laundry, 
for instance. 

Mr. HernrztpemMan. We are primarily interested in the timber 
industries that would be built around these towns. 

Senator Ferguson. How many miles of roads are you going to 
build? 

Mr. HeminrztemMan. We are going to build and improve about 50 
miles. 

Senator Ferauson. Will you get a map for the committee that you 
can show us, as to how far into the country and into the woods this 
road will go? 

Mr. HernrzLEMAN. Here they are on this map. 

Senator Ferauson. How far out do they go? 

Mir. HemnrztemMan. Some of them go out 15 or 20 miles, 

Senator McCarran. Have surveys been made? 

Mr. HrernrztemMan. Most of the surveys have been made. 

Senator FrerGcuson. Is not part of this road just for so-called 
pleasure driving? 

Mr. HernrzLeMan. No, sit 

Senator Frerauson. Do you not go up to a lake? 

Mr. Heinrzteman. The roads that we are going to improve are on 
this map. 

Senator Firauson. What about Connell Lake? 

Mr. Heinrzteman. That road runs up to a water-supply site. 

Senator Ferauson. Are you going to put any of that money on 
that? 

Mr. HernrzpemMan. Yes, sir 

Senator Frereuson. Will vou get us a map showing what you are 
roing to use the $3,500,000 for? 


SALE OF PULP-MILL SITES 


Mr. HeinrzteMan. We have a statement here that we can put in 
the record that will show how the road money is to be used. 
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Senator Fereuson. Haye vou sold any sites for pulp mills? 

Mr. HeINTZLEMAN. Yes; one site has been purchased outside 
Ketchikan. 

Senator Ferguson, Hoy far out? 

Mr. Hernrzteman. Six and a half miles. 

Senator Ferguson. Ts there a road to that? 

Mr. Heintzteman. There is a poor winding road now. We i 
tended to fix it up. 

Senator Ferguson. Hoy much is to be spent on that from this 
money; 

Mr. Heintzteman. ] do not have the fieuros 

Senator Ferguson, Do you know how much is going to be spent or 
military highways in Alaska this next year? 

\Ir Hi INTZLEMAN, | know that in the interior of Alaska. the seetio; 
entirely outside the national forests they are going to spend about 
20 million. That is this oTea section or the map here 


The national forests are along the south coast, as the map shows. 


Senator Ferguson. |: anv militarv money going to be spent in o, 
around this by tional forest? . 
\Ir. HeInTzLeEMAN. No, sir 
Senator Fercuson. |] remember one time driving on a road out of 
Juneau that ran. about !0 or 12 miles up a river, 
Mr. Hemnrzuema. That is up to the airport. 
ws 


Senator FERGUSON. T mean that went up into avalley. Ts that thy 
}9 
i 


kind of scenic highwa 


\Ir Hy INTZLEMAN., No, T i Was a road to i elacier. 

Senator McCarran. Referring to this paper here that T have jj 
my mind that you showed ‘nator Ferguson. Ketchikan and Vicinity 
road svstem are those the { ls vou Propose to build? 

Mr. Hernrzteman Yes. 

Senator McCarran. Is it the red part or the black part? 

Nit Hy INTZLEMAN, [ft is the black They are the sections of thi 
road Lo ay built. 

Senator ELLENDER. It is y av out of 
communities along this Tongass section here 

Mr. Hemnrzteman. That is right. 

Senator ELLENDER. | remember seeing big duck ponds alone ther 

Senator Ferret SON, Federal highways are not good for duck ponds, 

Senator McCarran. Are there any further questions on this? 

Senator ELLENDER. I cannot, sea the difference between us goine 
out there and developing those roads for the purpose of bringing 
people there and to bring trade there than there is for the States to 
do the same thing, 

senator FerGuson. I think we ought to wait until Alaska becomes 
a State and then have the State of Alaska do jt 

Senator McCarran. Are there any further statements on this 
subject? 

Mr. MacDonald? 

Mr. MacDonaxp. ] think it has been yery fully covered, except 
perhaps the summation that the extension of these roads out from the 
communities is to provide liy ing spaces for the new labor that will be 
required in the dey: lopment of the industries, Topography is such 
that the mountain slopes come down steeply to the water edges, so it is 
necessary to take advantage of every little indention or area that is 


I 
if 


lal VON are goine to h vile 


There are littl 
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flat enough to build a residential development to get room for enough 
labor to live in the community to do the work of developing the forests. 

Senator Ferauson. You have had the experience in highways in 
States where an influential man will want to build some building and 
the State highway commission, through some influence, will erect a 
very costly highway for the sole purpose of that one building. 

You are familiar with that over the Nation. That is the past 
history. 

We tried to get away from that kind of thing. You are going to 
build out 20 miles. Who is the planner to pass upon whether or not 
we ought to build these highways? Whether or not we will not get out 
at the end of the highway that has cost $3,000,000 and only have one 
building, one house there? Who is to determine that? 

Mr. MacDownacp. [ think, Senator, you have to rely on the past 
experience in this southeastern Alaska country. The residences have 
followed each foot of road as they have been extended. 

Senator FerGuson. You are going out 15 or 20 miles. 

Mr. MacDonaup. Yes, sir. I do not recall any extension where 
the areas along the roads have not been occupied by residences. They 
are not big residences. They are little family dwellings. 

Senator McCarran. There is another phase of this we must not 
lose sight of. ‘This is all Federal land. Even if Alaska were required 
to build these roads, they could not build them because it is on Federal 
land exclusively. 

Senator Fercuson. I want to know whether or not there is a plan 
when they sell housesites and commercial sites along the highway 
that they charge in as a part of the cost of the land the cost of the 
highway. There does not seem to be any such plan here 

Who owns this land today out where this highway is eoing? 


GOVERNMENT OWNERSHIP OF LAND OVER ROAD AREA 


Mr. MacDonavp. It is all under the jurisdiction of the Forest 
Service and the Forest Service retains custodial ownership. 

Senator FirGuson. Suppose I want to build a home on this highway. 
How do I get the land? 

Mr. Hetnrzpeman. The land is taken up first under a permit. 
\fter vou have lived on that land and improved it for 3 vears, you 
will get title to it. 

Senator Ferauson. Free? 

Mr, HeinrztemMan. Practically so; there is a small charge. 

Senator Feravuson. What is the charge? 

Mr. Heinrztpeman. A few dollars. The settler only gets the 
amount of land needed for his home—usually about three-quarters of 
awh acre, 

Senator Frerauson. I want an acre or three-quarters of an acre. 
You are building this expensive highway out there. ‘These highways 
are expensive up in Alaska. Won't there be any larger cost to that 
land that is now on the highway? I can see if | have to go without 
i highway and build my own highw: av, or walk in with the trail that 
you might give me the land. 

Here you build a highway to my door. Do you still give me the 
land? 

Mir. Hemnrzteman. There is a nominal charge 
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Senator McCarran. [ still think the thing addresses itself back 
more to the development of that forest and that it will pay for itsel| 
and it will improve the forest. 

If you get away from that, gentlemen, you are lost. 

Senator Fereuson. They do not say that my house is to be con- 
nected in any way, that I have to be connected with cutting trees or 
making pulpwood or anything. I may be retired and left living up 
there in the summertime. 

Senator McCarran. Do you care to present anything on that 
subject? 

If not, we will pass on and go back to the matter we had up yester- 
day afternoon when Senator Ferguson was interrogating as regards 
the road leading down through Mexico and Central America. 

You may proceed, Senator. 


INTER-AMERICAN HIGHWAY 


Senator Ferguson. I have here a statement that Mr. E. W. James, 
who is probably more familiar with this highway—and I am reading 
from Report No. 440, Eightieth Congress, first session, Investigation 
of the National Defense Program, additional report of the special 
investigating committee investigating the national defense highway 
pursuant to Senate Resolution No. 71. 

This is a report on the Inter-American Highway. The Senator 
from Michigan made the trip for the committee who made the investi- 
gation in Central America. 

Going back, Mr. E. W. James, who probably is more familiar with 
this highway than any other liv ing person, guessed that the cost of the 
construction of the roadways to close the gaps in the Inter-American 
Highway south of Mexico would be 65 million dollars. 


COMPLETION COST ESTIMATE 


Would you tell us what your present estimate is to close the gaps? 
We are asked here to appropriate 4 million dollars. Mr. James 
estimate was 65 million. 

Mr. MacDonatp. Sixty-four million dollars is our firm estimate on 
the final completion of the road. 

Senator FerGcuson. Will that be our share? 

Mr. MacDonaup. That is the total cost to us. 

F Senator Ferauson. Are we operating under a statute that provides 
the amount that we are to pay and the South American countries ar 
Lo pay? 

Mr. MacDonarp. That 64 million dollars is two-thirds of the cost, 
our cost. 

Senator Fercuson. I notice we are authorizing the Secretary o! 
State here, and [ want to know whether this is not legislation. f read 
from page 871: 

he Federal-aid Highway Act of 1950 provides for the survey and constructio! 
of the Inter-American Highway with an authorization of 4 million dollars for 
each of the fiseal vears of 1951 and 1952. Not to exceed 2 million dollars of 1! 
annual authorization is available without matching by the country or countrir 
in which it is expended if the Secretary of State shal! find that the cost of the 
construction is beyond their reasonable financial capacity to bear. 


Is that in the authorizs _— act? 


Mr. MacDona.p. Yes, si 
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AGREEMENT ON FREE USE OF HIGHWAY 


Senator Fercuson. Should we not have the determination by the 
Secretary of State as to whether or not this money is going to be 
matched, or not? Should we not have the basis upon which the 
Secretary of State does this? 

Mr. MacDona.p. Senator, you will recall when the committee of 
which you are the chairman, made the investigation of the Inter- 
{merican Highway there were a number of defects criticized by the 
committee in the legislation. 

When the basis of participation was set up by Public Law 769, we 
endeavored to secure a legal requirement to meet each one of the 
criticisms. I think the law is reasonably successful in meeting the 
criticisms that grew out of that investigation. 

For example, no part of the appropriations are available for oblig: 

on or expenditure until the government of that country shall ae 
nto an agreement with the United States which shall provide that 
said country, and | am now quoting: 

1) Will provide, without participation of funds herein authorized, all necessary 
vht-of-way for the construction of said highwav, which right-of-way shall be of a 

nimum width where practicable of one hundred meters in rural areas and fifty 
neters in municipalities and shall forever be held inviolate as a part of the highway 

r publie use. 

That was one of the criticisms. 

We thought these criticisms were valid. 

(Reading further from Public Law 769:) 

2) Will not impose any highway toll, or permit any such toll to be charged, 
for use by vehicles or persons of any portion of said highway constructed under the 
provisions of this Act. 

ee FirGauson. We did not want them to turn it into a toll 
road, so if Americans came down and wanted to use it, they would 
have to a atoll. Is that right? 

Mr. MacDonaup. That is right. [Reading further:] 

3) Will not levy or assess, directly or indirectly, any fee, tax, or other charge 
r the use of said high way by vehicles or persons from the United States that 

10es Not apply eq uall ly to vehicies or persons of such country. 

Senator FERGUSON. That was to prohibit them from putting on 
enormous license taxes and doing that on American cars. 


Mr. MacDona.p (reading 

t) Will continue to grant reciprocal recognition of vehicle registration and 
lrivers’ licenses in accordance with the provisions of the Convention for the 
Regulation of Inter-American Automotive Traffic, which was opened for signature 
it the Pan-American Union in Washington on December 15, 1943, and to which 
ich country and the United States are parties. 


That is the general agreement. 


HIGHWAY MAINTENANCE 
Reading further: 


Or of anv other treaty or international convention establishing similar 
eciprocal recognition; and 
5) will provide for the maintenance of said highway after its completion 
ondition adequately to serve the needs of present and future traffic. 


These requirements are written into the law and in pursuance to 
these, the State Department is, by agreement with each country, 
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securing the recognition of these conditions and renaming them in th: 
exchange in notes which are assented to by each country. 

We have endeavored to meet in this law all the defects that hav: 
been criticized. 

Senator Fercuson. Here we are starting on this project again. W: 
are asked to appropriate when we need the money so much for our 
own defense, our own highway system. 

When the appropriation for highways comes up, I know there ar 
going to be people who have always proposed that we cut it way down 
because we cannot afford it. 

Here we have a job of $64 million. We are putting $4 million in it 

Mr. MacDonaup. This would extend over an 8- to 10-year period 
There is no proposal to spend $64 million in a short time. 


TOTAL 





EXPENDITURE 





ON INTER-AMERICAN HIGHWAY 





Senator Ferauson. Up to date how much have we spent? 

Mr. MacDonatup. The figure is about $31,800,000. 

We built a road out to the air base in Panama. 

Senator FerGuson. Have we got that airbase now? 

Mr. MacDonatp. No, sir. 

Senator Ferauson. That was taken away from us? 

Mr. MacDona.p. It was relinquished. 

Senator Ferauson. We do not have the airbase any more? 

Mr. MacDonatp. No, sir. 

Senator Fercuson. Is Panama operating it? 

Mr. MacDonatp. So far as I know, it is not being operated now. 

Senator Ferauson. What did vou savy that figure was before? 

Mr. MacDonatp. The figure is $31,800,000, which is the amount 
we actually have spent. 

Senator Fercuson. Does that include the engineers’ funds? 

Mr. MacDonatp. No, su 

Senator FerGuson. You do not know what they spent. That is 
over and above the engineers? 

Mr. MacDona.p. That is right. 

Senator Ferauson. How much did the governments put in there? 

Mr. MacDona.p. I have a statement that the governments from 
their own funds put in a total of $24,700,000 previous to 1941. 

Senator Ferauson. I think I have those figures in my own report 
here. The Public Roads Administration has spent 30 million dollars 
$30,599,153 on the Inter-American Highway, including 5 million 
dollars to construct the heavy-duty conerete highway in Panama 
required by the Army. 

That is that one that goes up to the airport? 

Mr. MacDonatp. Yes, sir. 

Senator Ferauson. The Central American Republics have spent 
$6,530,483 since 1941 on the highway largely out of loans totaling 
8 million dollars granted by the Export-Import Bank. 

In other words, we loaned them the money out of the bank for this 
6 million dollars. 

Where did you get the 24 million dollars? 

Mr. MacDona.p. That is the amount spent by the government 
prior to December 1941. 

Senator Frerauson. Well, that was on as long as they existed down 
there on these highways. The War Department actually spent $43,- 
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80,000 less credits for salvage, reducing its total net expenditures to 


536,064,000, and it only completed 347 miles of road, much of which 
is now beme abandoned. 

So we have got $31 million of our money in it, and we have 
million, and these are round numbers, for a total of $67 million 

will cost $64 million to erect it 

Don’t vou think the time has come when this thing should really 
be brought to Congress, to this committee, so that thev see the whole 
picture ol what we are eoine to do on this thine? 

We have vot to see this whole picture | think any body wl 

his report will see what is going on down there 

Mr. \IACDONALD 1 am certainty in agreement abou 

formation to the committee, Senator. We thought 
he legislative committee when this law 


vas presented to t 
Senator lk ERGUSON Did Vi < vit thre report on 


‘ ‘ , ‘ ‘ ‘ ») 
stigating (Committee to the | ve committee 


\ir. M L\CDONALD No, Sli 

Senator Ferauson. Did they know what 

own there? 

Mr. MacDonatp. | am unable to answe 

Senator McCarran. When was that repo: 

Senator FerGuson. It was made July 7, 

Senator McCarRRAN., You sa) that that report was not made a 
able to the legislative committee when this bi 

Mr. MacDonaup. That was made avai 
s( veral Vvears before. 

Senator Frrauson. Yes, 1947. 

Mr. MacDonaup. That was available to all Members of Cor 


(nd we had two congressional committees make the trip over 


] | 


~ ‘ “ 
i) Was rererred 
7 

lable to. the 


road subsequent to this report. 
Senator McCarran. Senator Ellender, did you make 
hat way? 
senator ELLENDER. er lid not 
Senator McCarran ought vou did go 
Senator ELLENDER. No. | was invited t 


itp. A full congressional delegat 
av, about vear after vour trip. 
nator Ferauson. | made mine in 1947 
MacDonaup. Yes, sit And they developed 
ubmitted to the Cong) 
tor Chavez, chairman of tl ublic Works C 
down last vear. So that the members of 


Oommittee have been fully informed as to thre Sse Variol 


OVISION FOR ELIMINATION OF MATCHING FI » FOR INTI 
HIGHWAY 


senator NicCAaARRAN Croing bare Fe to a question propo maed to 
by Senator Ferguson, in which he read from page 871 of the jurt 


tion, he said 


it vour answer was that that was 
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Senator Frerauson. From the law? 
Mr. MacDona.p. Yes, sir. 

Senator Ferauson. Should we not have before this committee in 
passing on that the Secretary of State’s findings and the basis upon 
which he is going to find? 

Mr. MacDonaxp. Yes, I think that is a very reasonable request 

Senator Feracuson. Have you got it yet? 

Mr. MacDona.tp. Those matters are handled by the Secretary of 
State. 

I will have to ask, Mr. Chairman, for your ruling on this. The 
copy that we have of the State Department’s communications to us 
are marked “‘confidential.”’ 

Senator McCarran. They are all marked ‘confidential.’ 

Senator Ferauson. That is a hallmark on papers that is used by 
the Government. 

Senator McCarran. Is it on this subject? 

Mr. MacDonatp. It is on this subject; yes, sir. 

Senator McCarran. All right, we will break the seal right now, 

Mr. MacDonavp. I will read from a letter of the State Depart- 
ment, dated February 1, 1951, addressed to me. 


In the opinion of the Department, it would be bevor 


d the economic capacity 
of Costa Rica to match this amount on the 


usual two-thirds to one-third basis, 
under this arrangement Costa Rica would be required to furnish $800,000. 
Accordingly, pursuant to the diseretionary authority vested in the 
of State by Public Law 769, the Department suggests that expenditures on the 
Inter-American Highway in Costa Rica for the present be arranged as follows: 

a) Eight hundred thousand dollars to be expended bv the United States 
without the requirement of anv matching funds by Costa Rica; 

(b) Four hundred thousand dollars in addition to be expended by the United 
States, matched by $200,000 furnished by Costa Rica. 

c) Four hundred thousand dollars of the amount tentatively scheduled to be 
ehld in reserve and unincumbered for the present. 

Senator McCarran. What is the date of that? 

Mr. MacDonatp. February 1. 

Senator McCarran. Of this year? 

Mr. MacDonatp. Yes, sir. 

Senator McCarran. Does he give you the basis upon which he 
says that? 

T anticipated he was going to say that they couldn’t build this 
highway and that we would have to put all the money up. 

Mr. MacDonatp. Senator, it is only in the case of Costa Rica that 
there will be any finding made. 

Senator ELLENpER. Any what? 

Mr. MacDonatp. Any finding made that the country cannot 
participate to the full one-third. 

Senator Ferauson. When we are building a highway in Michigan, 
Louisiana, or Nevada, or New Hampshire, we do not get the Secre- 
tary of State’s certificate that we can’t afford it. 

I would like to get the basis upon which he makes this finding. 

Why do they need the highway if they can’t afford to put in even 
a third? That is the test. 


since 


Secretary 








STATE, JUSTICE, COMMERCE, JUDICIARY APPROPRIATIONS, 1952 745 


(The information requested is as follows: ) 


DEPARTMENT OF STATE, 
Wash ngton, May 8, 1951. 
Hon. Tuomas H. MacDona.p, 
Commissioner, Bureau of Public Roads, 
De partment of Commerce. 


My Dear Mr. MacDona.p: In response to your inquiry there are 
low the reasons why, pursuant to the authority contained in sectio1 
Public Law 769, the Secretary of State has determined that it would at th i 
e beyond the reasonable capacity of the Republie of Costa Rica to bear mate! 
g, on the full one-third of total cost basis, of the entire amount of money tenta 
ely contemplated for expendit ire in that country n » Inter- 
Highway. 
As you are aware, by far the greater amount of work which remains to be done 
the Inter-American Highway lies in Costa Rica, where there is a gap of approxi 
rately 199 miles over which no road at all exists and where another section of 42 
es is passable in dry weather only Furthermore, in the opinion of the Depart 
ent, the financial position of Costa Rica is at this time such as to prevent heav. 
if expenditures on the highway and other neede development projects 
sta Riea is an agriculture country whos population number ONLY 
irths of a million persons. lor approximately & vears prior to the 
f President Ulate in late 1949, Costa Riea had suffered gover: 
iolent political upheavals which resulted in t} 1 
neurring of verv heavy lebtedness, and the undermining 
1 foreign credit Che suecessful r ution of 1948, which overth 
vvernment heavilv influenced } 1 
Riea’s return to its traditionally d atic way of life, made further drair 
e finances of the country, as did the interim period of de facto governmen 
the return to ¢ mstitutionsg Autti “1U\ unde r President I 
From this era the Ulate government inherited a backlog of more. th: 
$22,000,000 in commercial credits unpaid for lack of foreign exchange; a persi 
ently adverse foreign exchange balance; an unbalanced budget following on : 
cord of consistent deficits for the past 1 vears ome $47,000,000 of intern: 
lebt: some $29,000,000 in foreign ! f which had been in default for 


Vv vears; and an outmoded and inefficient king svstem which was incapable 


paved the wavy for Cost 


meeting the nation’s financial ed Faced with this chaotie situation, the 

Government has adopted th ost strenuous measures to place its financial house 
order and restore credit iquidating its commercial obligations and refunding 
lefaulted debts Operating on an annual budget of approximately $21,000,000 
nas d ‘liberatels and necessarily been required to devote ali of its resources to 
til they could be soundly financed It is to the credit of the Ulate admi: 


ation that it has, within a short time, been able to make notable progre 


us effort, postponing the initiation of any investment and development progr: 


also apparent, however, that for some time to come very strict economi 
required before Costa Riea will be in a position to divert anv resources, 
the most limited way, for other purposes [It is doubtful whether it sh 
id at this time obtain loans for highway construction, and he: 
its limited budget do not permit the allotment of other than not 


eceipts for this purpose, 


In recognition of these factors the } arv of State determined provisi 
forth in the Department’ T vou dated February 1, 1951 
S800,000 might be spent in Costa Rica without the requirement 


Hlowever, as the letter also indicated, the Department felt tha 


hould contribute as much as it reasonably could For this reason 

that the United States might spend an additional $400,000 in ‘osts 
led Costa Rica would match this sum on the usual one-third of total cost 

In connection with the above, it seems important to mentior 
it, in agreement with Messrs. James and Harrison of vour office, 

» distribute funds for the Inter-American Highway 

naximum progress on the project as a whole and to secure the great 

contribution of participating governments Present plans for expenditure of 

entire $8,000,000 authorization under Publie La , although thev re 

tentative in some respects, call for matching of approximately $6,000,000 


1 


yne-third of total cost basis while the Congress required, as a min 
only $4,000,000 need be matched on this basis. 
Sincerely vours 
Kpwarp G. MILLER, 
issist 


rit Ne 
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Mr. Nl \( DONALD. senator, if Vou will hear with me, l have been 


working on this matter. We were brought in, very largely , by - 
people in Detroit who were interested in extending markets back i 
1924 for automotive production. 


through what we called the 

















Thes invited a group of Shank 
Highway Education Board, and a group 
of about 40 officials from these Latin American countries came here 
The idea was conceived, after they had spent some 
highway development, of organizing to build a connecting link from 
the United States through Mexico and the other countries to the 
Canal, and then extend it on as a matter of establishing overland 
communications within this continent. 
Surveys were authorized by Congress and 



































time studying our 
































made sometime later. 
Phe years went by, and finally an appropriation was made of $1 
million to start the construction 1 

















in cooperation with these countries 
This million dollars was spent in establishing bridges along the 
route that had been studied from Panama to Mexico. 
































FORMULA FOR MATCHING FUNDS 








Later we were authorized to spend $20 million in cooperation with 


these countries on a two-thirds-one-third basis 
And we were given an oo of $12 million to go through 
that heavy section of Costa Rica 





























Senator Frreuson. Twelve million dollars extra, and we put up 


$31 millon, on my figures, and they put up $6 million. That is not 
one-third. 





























Mir. MacDonatp. The $12 million is in the $31 million. 
Senator Ferauson. Yes, the $12 million is in that, but that still 
isn’t a third. 
Mir. MacDonatp. No, sir; that $12 
Senator Ferauson. | thought it was 
Mr. MacDonatp. Our experience 
and my conclusions as to the importance of this highway, grew out of 
our experience in dealing with these countries, that food was the 
fundamental item, and only the { stablisl ment of reasonably adequate 


eVe lop or to grow enough food 


















million was without matching 








and my interest in the highw 


Vay 




















tra nsportation, would permit th m to d 





} 





{ ! ae . +1 . . 
and transport it from one part of the country or to the other countries. 


For example, northern Costa Rica had cheap meat that was not 
transport “i to southern Costa Riea 










































































The workmen that came on that highway in the mountains of Costa 
Riea brought with them a little bottle of dule 

Senator McCarran. A bottle of what? 

Mr MM \( Don 1LD. A bottle of dulce, sugar dissolved in water 





They were put at work clearing the highway right-of-way and would 
work a little while and then sit down in the shade and take a nip of 
{ 


ar water to ge 








enough enerev to do a little more work. 
Senator Frerauson. Do vou think they 





are cone 1o buv Detroit- 
nade automobiles even though vou build a highway through there? 

| know, Mr. MacDonald, what my ate in Michigan 
J know how thev feel about it. 








are Say ing: 











I sav to them that thev have no right, no rieht whatsoever, under 















the Constitution of the United States to take the taxpayers’ money 
so that thev mav sell automobiles in Central America. I have told 














to 
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Mr. MacDownavp. I do not think they will sell so many. 

Senator Ferauson. | know they won't. 

Mr. MacDonaup. [do not think they will sell so many automobiles 
but thev certainly will sell trucks and busses. 

Senator Frerauson. Well, that is the same thing. 

Mr. MacDonaxp. Transportation will be built up. 

Senator Ferauson. You have no right to tax all the people Ol 
(merica to go into a foreign country and build highways as we are 
doing it here 

Mir. MacDonaxp. Senator, | would like to conclude with the 
observation that the experience we had on this highway was this: 
We brought meat from the northern part of Costa Rica and began 


ew tbil 
feeding it to these workmen. Within a few weeks’ time simply by 
the introduction of meat, they becan to be cood laborers. By the 
time they had operated for a few months and had been fed a balanced 
ration in place of the rice and corn diet, and had some proteins from 
the ment diet, they became as cood workman as we have 1th this 
country. 

When we finished the construction there, 90 percent of the operators 
on the heavy machinery were native labor 

e had exactly the same experience in Panama in the building of 
the Trans-Isthmian Highway. 

Senator Fercuson. There is not anv doubt that T can take vou into 
any land, Russia or India or any other country, and if we would import 
meat in there these people would be a different people. 

Mr. MacDonaxup. That is right. 

Senator Ferauson. And Lam hoping individually that that can be 
done. But I cannot, under our Constitution, understand the general- 
welfare clause saving to the American people that vou shail be taxed 
for that purpose. 

I sincerely feel that way about it. 

| am perfectly willing to make loans, to make arrangements to do 
this job, but I cannot see how we can tax the people of America when 
we all have communities—we have them in our State—where we need 
highways. 

Just like when I was in Seoul, we were buying streetcars for the 
people of Seoul and giving them to the municipal railway there because 
they were crowded. Well, ny own city hasn’t sufficient transporta- 
tion, the great metropolis of Detroit, and the Federal Government 
cannot go and buy streetcars for those communities. 

That is what is wrong. 

Just look at the money we put in here. We start out and it is 
roing to cost $20 million. We have got $31 million in now, and we 
have got another $36 million in that is practically wasted because 
you have taken a different route, and it is going to cost $64 million, 
plus a third of $64 million in order to complete this highway. 

Then they will never be able, on their own efforts, to maintain 
these highways, and the way they are built they will have avalanches 
of earth and so forth because of the rains and we will have to be 
continually supporting this highway. 

That is what is wrong. 

Mr. MacDonatp. These roads become stabilized, Senator, after a 
period, and that is why it would be desirable to spend only a little 
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money over a long period. But these countries have food, and the, 
don’t have the transportation. 

India doesn’t have the food. 

Senator FrrGuson. These countries have transportation; they hav: 
their roads. 

We went up into Honduras and we built a million-dollar highway 
around the lake. . 

Mr. MacDonaup. In Honduras? 

Senator FerGuson. I can get it out of this report. It is a Spanish 
name, and my friend Senator Ellender could tell me what the Spanish 
was, but I will find it in here. 

Mr. MacDona.p. Senator, the only money we have spent. ii 
Honduras 


CONSTRUCTION OF ROAD IN HONDURAS 


Senator Ferauson. No, I think the State Department spent this’ 
or built this road. After [ got back and an anonymous call came to 
me that I had missed one of the roads and I could not understan 
why I had missed it. They said it was built by the State Department, 
for a million dollars, around a lake. They had used fe ‘rryboats from 
time immemorial and they built a million-dollar highway around 
this lake. 

In the report on page 43, here is what happened: 

A road was built in northern Honduras from Potrerillos around Lake Yojoa 
Work was started in October 1942 and completed in September of 1944. It wa 
originally estimated that the cost of this road would be $1,400,000, but actua 
cost was only $1,236,267. 

These funds were furnished by the Coordinator of Inter-American Affairs. T] 
road is approximate ly 10 miles long and was constructed, according to testimony 
before the committee, as a WPA or a make-work project to relieve unemployme 
in Nos luras. 

Now, how they ever got the money out of this Appropriations Con 
mittee, I don’t know, but they got it for something else and the vy built 

highway around this lake down in Honduras. 

You did not build that; that is why you did not know about it. 
think that this record ought to show that. 

Senator McCarran. | would like to ask this question, Mr. Mac 
Donald: In the law there is a provision: 

Provided, That no part of this appropriation shall be available for obligation or 
expenditure in anv such country until the government of that country shall hav: 
entered into an agreement with the United States which shall provide in part tl 
said country 

And the fifth provision under that I want to draw your attention 
to— 
will provide for the maintenance of said highway after its completion in cond 
tion adequately to serve the needs of present and future traffic. 

Has such an agreement been entered into? 

Mr. MacDonatp. These agreements are being taken up by th 
State Department with the individual countries. 

I will quote from the agreement signed by Ambassador Sacasa of 
Nicaragua. 

Senator McCarran. All vou have to tell me is whether or not 
such agreements have been signed. 
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Mr. MacDona tp (reading). 

(5) That it will maintain the presently completed portion of said highway and 
each section of the uncompleted portion thereof as each such section is com- 
pleted, all in condition adequately to serve the needs of present and future traffic; 
and that so far as may be practicable, it will provide maintenance on all partially 
completed sections of said highway which are now or hereafter may be opened 
to traffie. 

Senator McCarran. That is with one country? 

Mr. MacDona.p. Yes, sir; and these agreements are being made 
with the individual countries. We have three: Nicaragua, Costa 
Riea, and Panama. 

Senator McCarran. In what country is that agreement in effect 
how ? 

Mr. MacDonacp. Nicaragua. 

Senator McCarran. That is a country in which you propose to 
spend this money coming from this appropriation? 

Mr. MacDonatp. We have no breakdown of this as between the 
countries. 

Senator McCarran. I draw your attention to this question because 
[ want the committee to consider this: 

No part of said appropriation shall be available for obligation or expenditure 
in any such country until the government of that country shall have entered into 
an agreement with the United States which shall provide in part that said country 
will provide for the maintenance of said highway after its completion in condition 
adequately to serve the needs of the present and future traffic. 

Mr. MacDona.p. Yes, sir. 

Senator McCarran. To my mind that is mandatory: That none 
of this money can be used in these countries until such an agreement 
has been entered into, 


HIGHWAY AGREEMENTS COMPLETED 


Mr. MacDonatp. Senator, | have quoted from the typical agree- 
ment that the State Department is making with these several 
countries. Up to the present time only three, Nicaragua, Costa 
Rica, and Panama, have matured. 

Senator McCarran. And they have been signed? 

Mr. MacDonaup. Yes, sir; but there cannot be any expenditures 
made until an agreement is made in individual countries. 

Senator Fxrauson. When you talk about interpreting that, vou 
mean that you keep the highway in repair and all slides and so forth for 
a period of 2 vears after actual completion? 

Mr. MacDonautp. Normally, these highways in that tvpe of terrain 
are in construction period during that time. 

Senator Ferauson. Do you think that is a fair interpretation of 
that language, to sav that for a 2-vear period the United States of 
American must in certain cases pay all the money? 

The Secretary of State can step in any time and say that we pay all 
the money. 

Mr. MacDownaup. I have to go into the technical considerations of 
roadbuilding, Senator, to answer vour question fully. 

Take those very high side cuts that you were familar with in the 
mountains of Costa Rica. 

Senator Ferauson. Yes. 
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Mr. MacDona.p. We did not attempt to cut the full slopes up 
the mountains. What we did was to build into the side of the moun- 
tain without cutting back to its natural slope, permitting the unstabl: 
slope to come down and then remove the slide. 

That is, we probably didn’t remove any more dirt in the end thar 
we would have if we had been building to a section originally. 

Senator McCarran. Let me ask you a question there, Mr. Mae- 
Donald: Supposing a similar condition prevailed in my own State 
just using that as an illustration, where you constructed a road, wher 


these slides might occur. Would the road remain under constructio 
by vou for 2 years? 

Mir. MacDonaup. No, sir. It remains under construction until th 
state accepts if. 
senator Mi Carran. That would not be for 2 Venrs, would it? 


Nir \IacDoNALD No. sir 


But the forest highways in your Stat 
would be. 


Senator McCarran. The forest highways? 
Mr. MacDoNALp Yes 
Senator McCarran. They would be under construction for 2 years? 
Mir. MacDona.p. Yes, sir. 

Senator McCarran. After that they are turned over? 

Mr. MacDonaup. Yes, sir. They are not turned over for 2 years 
because most of the highways are in rugged terrain, as vou know. 

Senator McCarran. What | am drawing your attention to is you 
apply a different rule in the southern countries than you apply in your 
own country. 

Mr. MacDonaup. Not as far as forest highways are concerned. 

Senator Ferauson. But these are not forest highways. Some of 
these highways go through cities. This is not all forest highway. 

This goes up through the mountains of Costa Rica and while there 
are forests there, there are very few trees. They are not what we call 
forests. 

Mr. MacDona.p. Of course it is not fair, Senator, to talk about 
that 60- or 70-mile section at Costa Rica. 

Senator Frrauson. No, that is not a fair section; I agree with that. 

Mr. MacDonaup. That is unique in the world. It is the heaviest 
work that has ever been done in the world, so far as 1 know. 

Senator FrrGuson. | think it is probably the highest highway. 

Senator McCarran. Gentlemen, | want to be on the floor in a very 
few minutes. 

We will recess at this time until 2 o'clock. 

(Whereupon, at 12 noon, the hearing was recessed, to reconvene at 
2 p.m. of the same day.) 


, SIT 







AFTERNOON 





SESSION 


The hearing reconvened at 2 p. m., upon the expiration of the recess. 
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Civit Aeronautics Boarp 


STATEMENTS OF DELOS W. RENTZEL, CHAIRMAN OF THE BOARD; 
M. C. MULLIGAN, SECRETARY OF THE BOARD; JOHN B. RUS- 
SELL, BUDGET AND FISCAL OFFICER, AND FRANCIS CAWLEY, 
BUDGET OFFICER, DEPARTMENT OF COMMERCE 


QUESTED 


AMOUNT RI 


SeHALO! MIcC RRAN The appropriation requested by 
Ler he committee 


onautics Board will next be consider 
The CAB budget estimate is t of $3.900.000 
| rrent vear appropriatior 


in the amoun 
oft S400 000 over thre 


d by | 


rease 


\\ ith this additiona you expect to merease 


664 from 577, an incr 


DPOSLULOLIS 


JUSTIFICATION 
Pages 405 and 409 of the justifications will be placed in the record 


The material referred to is as follows 
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Senator McCarran. This is a large increase and must be justified 
in detail. 

Does this request contain any amount for studies of mail pay and 
subsidies? 

Mr. Renrzev. Not directly, Mr. Chairman. It does indirectly in 
that it involves an increase in the staff in the area which handles mail- 
pay separation, or would handle mail-pay separation. That is 
covered in our prepared statement on mail-pay cases. 


AIR-MAIL SUBSIDY STUDY 


Senator McCarran. The reason I raised the questions prelimi- 
narily is in considering the third supplemental there was an item of 
$25,000 which the committee eliminated because Senator Johnson 
appeared before the committee and testified that his report, which 
had been subject of a study for some time, would be ready, | think 
he said, in a week from the date he testified. I think probably it is 
ready now. 

We eliminated the $25,600, so Lam just raising the question now. 

Mr. Renrzev. We had intended to incorporate that into our over- 
all budget which represents a reduction from what we had asked for 
in the way of people. It is pretty hard to separate hoe functions out. 

What we have been doing in trying to arrive at basic data, for 
separation purposes, is using a substantial portion of our mail staff 
to the detriment of mail-rate cases. 

To that extent we were asking for additional people so we can put 
them to work on the separation. 

[ had a talk with Senator Johnson after he appeared here. I was 
rather surprised about his testimony at the time. We had been 
working together. We in the Board had been working on the actual 
separation by airlines; whereas, he had been working on the formula 
and the question of how much subsidy and whether it should be attrib 
uted to the individual cities or not. 

We thought we were working on a complimentary basis. I stil! 
think so, and he does too. 

1 know the amount of $25,000 has been eliminated, but what we 
have done is to try to offset the terrific amount of workload that has 
been incurred in this separation by asking for some additional people. 

Senator McCarran. You may handle your appropriation as you 
see fit, and make such statements as you see fit explanatory of it. 

Mr. Renrzeu. | have a prepared statement here which ts only nine 
pages long. It will present the request in a well-rounded way and 
will give the committee the benefit of it. I would like to read it 


BUDGET INCREASE 


The estimates of the Civil Aeronautics Board for the fiscal vear 1952 
which are before you, total $3,900,000, which is $400,000 more than 
the Board’s appropriation for the fiscal vear 1951, and is $100,000 less 
than your committee allowed the Board last vear. The House did 
cut even deeper than that. 

Mr. Chairman, it represents, in effect, approximately a 50-percent 
restoration of the money requested in 1951 
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Of this increase $297,500 is for personal services and represents 87 
new positions; the balance, or $102,500, would be distributed among 
the various categories of “other objects,” travel, et cetera. 

Before referring to the work areas where additional staff is needed 
[ should like to review briefly what we have done, and are doing, to 
enlarge our productive capacity and streamline our machinery. 


REORGANIZATION 


In the spring of 1950 the Board retained a firm of management con- 
sultants and the report of that firm, based on an over-all survey 
posed a number of changes in organization and procedures. 

The President’s Reorganization Plan No. 13, which became effective 
May 24, 1950, transferred the executive and administrative functions 
of the Board to the Chairman. 

Against the background of these developments, the Board has been 
moving in recent months to take drastic 
ciency of its operations. 

Kirst, implementation of Reorganization Plan No. 13 has been 
fully accomplished. The (¢ 


. pro- 


steps to improve the efli- 


Chairman has assumed ge re sponsibil ities 
and is exercising the authority vested in him under that plan. 

The position of executive director has been seablidhndi the in- 
cumbent of which serves as general manager of the Board’s staff, 
with responsibility for planning, directing, and coordinating all staff 
activities. 

As chairman, I have delegated to the executive director authorit, 
to perform any and all Saaektaen vested in the Chairman of the Board 
by plan No. 13, subject to such prior clearance with the Chairman as 
mav be prescribed. 

The principal proposal in the report of the firm of management 
consultants involved, in effect, consolidation of a number of functions 
performed in the Boards’ Bureau of Law with the Bureau of Economic 
Regulation. This has been done. 

Effective February 19, 1951, the two bureaus mentioned were 
abolished and in their stead were activated the Bureau of Air Opera- 
tions and the Office of the General Counsel. Under this reorganiza- 
tion, day-to-day operating problems are no longer submitted to a 
separate legal staff for consideration and clearance, even in those 
areas or categories in which legal matters are involved. Instead, 
the attorneys concerned with such matters have been integrated with 
the rest of the operations staff. 

The general counsel continues as the Board’s principal legal adviser 
and will be able to fulfill that essential role more effectively under the 
new organization. 

By transfer from the Bureau of Hearing Examiners, the function of 
opinion writing has been made a responsibility of the Office of the 
General Counsel. This is expected to result in allowing more time 
for examiners to devote to their primary function of conducting 
hearings and more promptly issuing their reports. 

We have plans for further changes in organization. Rel: re 
speaking, however, they are minor and secondary it 1 priority to the 
task of revising our procedures to conform to the new organizational 
pattern described above. 
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ADVISORY COMMISSION ON PROCEDURES AND PRACTI 


In this connection, the Board has established an advisorv commi 
on procedures and practices, composed of prominent aviation attor- 


nevs, to obtain respresentative industry views as to how practic 


and procedures can be sunplified and short: ned sO as tO achies t| 


maximum expedition of Board proceedings consistent with fair treat 
ment of all parties. 

It is, and will continue to be, our prime objective to further increa 
efficrency ; in fact, to achieve a degree of efficiency which will be con- 
siderably above what might normally be expected according to tl 
rhest standards Keven this, however, will not 


completely brid 


he existing gap between total workload and maximum output v 
he avail:  stalf. 


| have summarized the principal areas in which we are ti 


ndertake to improve the work of the Board, 


| would like to summarize the major things we plan to do, feel should 


lone, cut cannot accomplish without additional funds 


UNIFORM SYSTEM OF ACCOl 


Vis 


\ basic and pressing problem is the revision and modification of th: 


niform system of accounts and Form 41 reports. 
At the present time we have 


a untform system of accounts and 

( ve reports based on this system of | 

ever, that the present system 1] 
] 


need of revision. Under existing staffing, we have 1 


wuccounts It is evident, how 


1 } 
hot completely sound and is bad 


I 11 \ 
hot been able 
undertake thi nr ct whieh 1 ’ «| 

oO undertak thus proyect Which Is essential to 


{} 
ina also CSSC!I 


fective rate making 


iiinl tablish . ] tr? | 1 9 , if 
tial tO establishing sound operating policies and rou 


t 
olicies. 


COMMERCIAL AIR ROUTES 


Che route structure of both domestie and international 
1 


nust be reviewed if the air transportation industry i 


upon a sound basis The establishment of effeetive route 
however, requires extensive economic research 


| | ] . ] + 4 
is hoped that by the end of the fiscal vear 1951 the 
apiished the basic outlines of a route pattern 


. : 
Board 
iO} the 
Lrunk lines. Implementation Ol this route 


‘ ] ; 
the designing’ ale 


i iWhpl mtaAuvOhn «OF 


mtterns for local service ci \\ \] require 
mphasis in terms of stat? time. 


It should be noted that delays in the completion of this proje 


! 
i Have Progressive ly serious consequences upon the ind meiry 


JOINT 


The Board heli Ves that 


\ 
hrough consolidation of certam ol 


ce, ticket sales. Diussenger handlin r al 


lt is becoming increasingly apparent 


robably will not be realized unless active stimulus is provided 
Board. Such stimulus, however, must be predicated upon 


factual basis, requiring considerable research. 





756 STATE, JUSTICE, COMMERCE, JUDICIARY APPROPRIATIONS, 1952 


MERGERS 


If the Board is suecessful in establishing a desirable basic route 
pattern for the continental trunk lines, the net result will be the 
encouragement of mergers, interlocking agreements, et cetera. This 
will represent a large increase in workload for the staff responsible for 
handling such matters and we do not now have sufficient personne! 
to handle complex merger problems in any appreciable volume. 

If our plans for the encouragement, processing, and performance of 
related activities with reference to mergers cannot be followed through, 
the benefits which otherwise would accrue from a sound route pattern 
would not be realized. 


FOREIGN AIR TRANSPORTATION 


In the field of foreign air transportation our relationship with the 
foreign governments require not only more intensive staff work, from 
an analytical standpoint, but also more effective negotiation. As the 
various foreign governments stabilize their economic situations they 
are entering more and more into international air carrier operations, 
which results in an increased number of negotiations. 

We feel it is necessary and intend to carry on negotiations and re- 
lated staff work in connection with international problems more effec- 
tively and with greater speed. 


MAIL RATE CASES 


This is the point I mentioned before. From a workload standpoint, 
the most serious problem at the present time is the number of mail 
rate cases on hand. It is serious both because of the large number of 
these cases and the age of these cases. 

It is essential from every standpoint, that these mail rate cases be 
settled and final rates established. Failure to do so will be against 
the best interests of the Government and the air carrier industry. 
Failure to expedite disposition of these cases would also delay even 
further the work of establishing fair and equitable commercial rates 
and handling related tariff matters. 


ECONOMIC ENFORCEMENT 


It would, we feel, be quite serious to continue our work at the 
present unsatisfactory level of effectiveness, handling only a part of 
the most important cases and processing those on a delayed schedule 
basis with inadequate investigation and preparation. 

The present staff is wholly insufficient for the task of investigating 
and taking expeditious enforcement action in the number of serious 
violations arising from the widespread operations, both domestic and 
foreign, of the air transport industry. 

Despite all efforts to increase efficiency and handle cases on a 
selective basis, the work continues to fall behind. We only have 
three enforcement investigators at the present time in this field, 
which is entirely too small for a job of this type. 

Under the circumstances, the enforcement staff cannot possibly 
give proper attention to important complaints received from members 
of the public regarding abuses and mistreatment by air carriers and 
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their agents; complaints by carriers regarding illegal and unfair 
practices, and destructive competition on the part of other carriers 


LITIGATION 


During the fiscal year 1948, a total of 9 litigation cases developed, 
14 during 1949; 24 during 1950, and 22 during the first half of the 
current fiscal vear. These cases must be handled in accordance with 
the time limits and rules established by the courts. 

Therefore, the growing volume of litigation results in diversion, 
over which the Board has no control, of personnel from other work of 
relatively greater importance, and higher priority. 


SAFETY ACTIVITIES 


It is planned to broaden the scope of safety work during 1952 and 
to intensify accident prevention efforts. Additional technicians, 
particularly one in the field of electronics, are urgently needed. 

During 1952 it is planned to place greater emphasis on maintaining 
pilot proficiency and training of technical personnel assigned to 
safety work. Moreover, we feel it is of great importance that the 
Board’s limited technical staff, whose duties involve accident investi- 
gation or promulgation of civil air regulations, be fully and completely 
conversant with operating practices and problems as well as technica! 
developments affecting design and instrumentation. 

A new program for 1952 contemplates additional flight time to 
maintain pilot proficiency and approximately 23 courses at the Aero- 
nautical Training Center of the Civil Aeronautics Adminisiration at 
Oklahoma City. 

Our people have not been able to get minimum flight time. If 
they are to be qualified to investigate accidents involving four-engine 
aircraft and other modern types, they should have a minimum of 
efficiency at knowing how these airplanes handle and how they fly. 


HOUSEKEEPING ACTIVITIES 


With the approval of the Bureau of the Budget, the General Ac- 
counting Office and the Secretary of Commerce, the Board plans to 
take over from the Department the remaining housekeeping functions 
performed by it for the Board. These are: Accounting, procurement, 
and payroll preparation. 

This change was recommended by the Congressional Aviation Policy 
Board and the Hoover Commission, and is necessary if the Board is 
to comply with the provisions of the Budget and Accounting Pro- 
cedures Act of 1950 and the Antideficiency Act, as amended. The 
effectuation of this highly desirable and necessary change will provide 
for more efficient management and control of activities within the 
Board. There are nine people involved in that. 


DEFENSE ACTIVITIES 
Finally, it is important that I point out to the committee that the 


current emergency has had, and will continue to have on an increasing 
scale, a direct effect upon the Board’s workload. 
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Participation in work of the Air Coordinating Committee, the Air 
Transport Mobilization Survey of NSRB, and claimant responsibilities 
under the Defense Production Act for air transport aircraft, involv 
extensive staff activity directly related to mobilization. This activity 
is concerned with specific air transportation problems relating to the 
emergency, such as those dealing with a war-service pattern of opera- 
tions; military modification of civil air transport aircraft; equipment 
and replacement parts requirements and air priorities. 

Moreover, as the committee is well aware, the Board is charged 
under the Civil Aeronautics Act of 1938, as amended, with the develop- 
ment of an air transportation system adapted to the needs of, among 
other things, the national defense. 

from its inception, therefore, national defense considerations hay 
necessarily influenced the formulation of the Board’s regulatory 
policies. This influence becomes more pronounced during a period 
such as the current emergency, which lends greatly increased emphasis 
to the defense character of the Board’s operations in general and 
requires adjustment of its regulatory policies to meet specific situations 
as they arise or as they may be anticipated 

For example, the Board has granted a number of exemptions to 
permit certain carriers, or groups of carriers, to render service relating 
to defense activities of a character which would otherwise be beyond 
the scope of their authorits 

Also, the Board has promulgated a number of special civil ai 
regulations which have the effect of waiving or modifying existing 
regulations to meet special requirements resulting from greater 
participation by carriers in providing military requirements for air 

| 


transportation. 

In planning the work program for 1952, we have endeavored to 
ike into account the fact that the Board must do its part to assure 
ie continuing development of civil aviation resources. We hope to 
be able'to concentrate increased effort toward becoming more current 
with our work generally in the areas mentioned previously. If we 


are permitted to do so, we believe our air transportation system will 


+ 
t 


c 
+} 


the mail and commercial rate structures, and elimination from the 
tructure of uneconomical and wasteful services, will result in 


j 
“7 


nd substantial savines to the Government. 


greatly benefit; equally important, we believe that stabilization o 


The Board will make a sincere and conscientious effort to do the best 
possible job with whatever appropriation the Congress determines to 


authorize 

[t is our honest opinion, however, that the $400,000 increase which 
the estimates include, represents the difference between doing the kind 
of a job the current situation requir s, the kind of a job which Congress 
would want done, and something considerably less than that. 


TOTAI L\MOUNT REQUESTED 


Senator McCarran. The total for the CAB this vear is how much? 

Mr. Renrzev. $3,900,000. That is for 1952 

Do you 

Senator "ARRAN. | mean the oncoming vear and beginning 
July 1. 
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Senator McCarran. What was your appropriation last year? 

Mr. Renvzev. $3,500,000. 

Senator McCarran. This $400,000 increase you have explained. 
This $3,900,000 is to take care of a new set-up as it Is now established ? 

Mr. Renrzevr. What we have done is to streamline what we have 
in order to get the maximum efficiency out of it. We find these 
additional projects will require these additional people for the coming 
vear. 

* Senator McCarran. What I am leading up to is this: $3,500,000 
did the work last year, but this year you are now under the reorganiza- 
tion plan. 

Mr. Renrzev. Yes, sir; we are operating under the reorganization 
plan, but I would not say that $3,500,000 did the work. I would say 
it did, to the best of our ability the work we could. 

Senator McCarran. If you had $3,900,000 last vear, vou think vou 
could have done better work with the old plan? 

Mr. Renrzeu. Yes, su 

Senator McCarran. Do you see any material saving to the Govern- 
ment by the new plan? 

Mr. RenrzeL. You mean the reorganization plan? 

Senator McCarran. Yes. 


EFFECT OF REORGANIZATION 


Mr. Renrzev. Yes, sir; I do. There is certainly no question but 
what it is a more efficient organization. If you mean, as 1 know you 
do, the question of the chairman having the principal administrative 
responsibility, I think it makes for a lot better management. I think 
it has functioned a lot more efficiently since we have been able to 
concentrate the administrative control in one person. It gives more 
coordinated direction. 

The reorganization plan as it has already been put into effect has 
eliminated quite a bit of duplication between two bureaus which used 
to have to double check every case, and it has, therefore, expedited 
Cases. 

It has minimized the amount of handling involved. I think it is 
more efficient. 

Senator McCarran. I am interested in what you are saving, but 
what I have in the back of my head is this. Frankly, for 18 years 
I have watched these reorganizations plans. 1 vote against them 
all the time. Ihave never seen one of them that effected an economy 

If somebody can point to one that has effected an economy, | would 
like to have it, because | would use it as an example. It might 
convince me to vote for one once in a while. 

It is true it will establish more efficiency. That is the answer 
that gets away from the fact that we are going to have to increase 
the amount of money just the same. | do not know that is particu- 
larly a criticism, but they always use economy as the principal object 
in these reorganization plans. | have never seen one yet that effected 
an economy vet, from the standpoint of dollars and cents 

Maybe it effected it from the standpoint of efficiency. 

Mr. Renrzev. Mr. Chairman, I do not know the answer to your 
over-all question, but in the case of the Board, I know you will 
remember that the Board did receive a pretty severe slash last year 
in its request. 
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What we have tried to do with the people we have—and it is ad- 
mitted any agency can run with any number of people—is that we 
have tried to take a 15-percent cut in personnel and handle the same 
workload. We tried to achieve a 15-percent increase in efficiency 
with what we had. We think these additional projects we would like 
to take on, plus mobilization, would certainly justify the $400,000 
increase, which represents primarily 87 people. 

I think that the reorganization plan has been effective. Obviously, 
you can run the organization under the old plan. 

I think any plan, however, that vests administrative control in 
five members is not going to be an efficient operation because you have 
five people who have to agree on a course of action in normal adminis- 
trative work. 

Senator BripGes. Do the otber Board members just act on policy? 

Mr. Renrzpeu. Yes. 

Senator Bripces. They have nothing to do with hiring help or 
assignment of cases? 

Mr. Rentzeu. On all key people the Board clears them. 

Senator BrrpGes. Do they have to? 

Mr. Renrzrev. Not necessarily, but as a matter of policy all the 
key personnel actions go to them for clearance. It has worked very 
harmoniously so far. 


LONG-RANGE PROGRAM PLANNING 
Senator BripGes. In your justifications I notice you say: 


The expanding nature of the aviation activities, subject to the jurisdiction of 
the Board, is well known to Congress. 


Then you say: 


As stated in the Board’s annual report, it has commenced in this fiscal year to 
concentrate to a greater degree on the development of long-range plans with 
respect to policies to be pursued, carrying out the intent of Congress under the 
present act, as amended. 

What has the Board been doing since that act has been in if it has 
not been doing just that? 

Mr. Renrzev. That is hard for me to answer. I am sure they 
have been working on it. We have been trying to develop route 
patterns and basically sound mail-rate structures, and trying to get 
at long-range plans rather than to operate on a day-to-day basis 
entirely. 

I do not think the Board has been guilty of that either, but I do 
think we have put more emphasis on forward planning in the present 
Board. I believe we are going to get some good results. 

Senator BripGes. In effect, what you have been doing is to operate 
on a day-to-day basis, rather than a program projected over a period 
of years? 

Mr. Renrzev. That is not quite a fair statement, si 

Senator Bripces. I assumed that from what you have said in your 
testimony. 

Mr. Renrzev.. We are putting more emphasis on the planning type 
of a program. In other words, the outline of a definitive policy to 
be followed by the Board and the staff and the implementation of 
that policy is naturally going to end up with a better result than 
without a long-range plan. 
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PERSONNEL STRENGTH 


Senator BripGes. I notice the chairman was asking you about 
personnel here. When you have a reorganization plan which is 
supposed to promote efficiency and economy, how can you come in 
and ask for an increase in number of positions? 

In 1952 you ask for 664 positions as contrasted with 577 positions 
in 1951, or a 15-percent increase. 

Mr. Renrzev. Let me say again, in 1951 the Board requested an 
appropriation of $4,300,000, roughly. This committee was reasonabl\ 
impressed with it and allowed something like $300,000 less than that, 
but the House Appropriations Committee allowed $900,000 less. 

What we have been trying to do is to get maximum efficiency from 
the people we have. I think we have been doing that, but we have 
not by any means, as I have tried to explain, in connection with the 
projects we have outlined here, that need to be undertaken, in my 
opinion, met the workload problem, nor the functions that we should 
be performing. 

What we need the additional people for is to try not only to improve 
efficiency, but to try to attack some of these other prob lems like 
reducing our mail-rate backlogs, improving our safety activities and 
our prevention of accidents, and to go at some of the mobilization 
problems we are faced with. 

I mentioned something before with regard to routes. We are very 
close to an outline of what the contine ntal airline structure should be. 

Part of the reason we have not had it before was because we did not 
reach a stable point in the industry. The expansion was terrific. We 
are now in a position to outline what is a sound route structure. 
When we get that route structure, the matter of implementation is 
voing to take additional people. 

In addition, the question of mergers that will probably come from 
such a proposed route structure will have to be attacked. That takes 
people to be sure we are on a sound basis. 

The same thing applies to foreign air transportation. All of the 
routes over the North Atlantic and most of them in other parts of the 
world are on temporary certificates. Those must be processed in 1952 
and 1953 and must be developed and implemented. 

Also, in the case of economies within the carriers themselves, this 
matter of joint use of facilities is a thing on which we should be doing 
work, but we do not have the staff. 


NEW ADMINISTRATIVE ACTIVITIES ESTABLISHED 


Senator BripGces. I see here you are asking for an increase of 
$18,937 to enable the Board to perform its own housekeeping activities. 
Who performed them before? 

Mr. on The Department of Commerce has been performing 
them. By agreement and at the recommendation of the Hoover 
Commission, ‘end the Congressional Aviation Policy Board, it was 
decided that in the fiscal year 1952 it would be desirable to move that 
back to the CAB. It takes nine people to do that. 

Mr. Cawney. Senator, the activities which are proposed to be 
transferred to CAB in this estimate were performed by the Civil 
Aeronautics Administration heretofore. 
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Senator BripGes. Are you coming in and asking for $81,000 less 
than some other appropriation? 

Mr. Cawuey. I am told at the time this adjustment was presented 
to the Bureau of the Budget, they made an adjustment in the Civil 
Aeronautics Administration set-up of approximately $20,000 which 
would offset the increase in CAB. 

When it becomes necessary to create a separate unit, it undoubtedly 
will cost more, particularly since they propose an over-all staff in- 
crease, 

If | may, I would like to say that I wanted to be specifie on the 
matter that CAA previously performed these services because the 
Office of the Secretary performed certain central services for a few of 
the offices and bureaus. I did not want to confuse this with that 
particular service. 

Senator Bripces. I would think if we are going to be asked to 
appropriate $81,000, plus, for new housekeeping services, which calls 
for 20 positions, that we ought to know we are not appropriating that 
somewhere else, that it is being subtracted from the Department of 
Commerce itself, or from CAA, or somewhere else. 

Mr. Cawtey. I do not believe it is that much. 

Mr. Renrzev. That is the total increase in administration. It is 
approximately $30,000 for this housekeeping function. 

Senator Bripces. On page 451 it says: 

Nore.—The increase of $81,957 is requested to enable the Board to perform its 
own housekeeping activities in order to provide an effective means of fiscal 
control. 

That is a pretty definite statement. 

Mr. Mvuuuican. The statement goes on to say: 
and to provide the administrative services and supplies necessary for an antici- 
pated 32-percent increase in the Board’s staff. 







BREAKDOWN OF ADMINISTRATIVE 






COSTS 





If you would like, I can give a breakdown of the $81,000. That 
perhaps would be helpful. Of the $81,000, $30,000 is involved in this 
housekeeping take-over and represents nine additional people; 
$27,000 represents other objects of expense, which are applicable to the 
Board as a whole, such as supplies, materials, equipment, printing, and 
communication services relating to the increased staff; the balance, or 
approximately $25,000, is identified with 11 other positions in ge neral 
administrative work, but not in any sense related to the housekeeping 
take-over. 


PERSONAL SERVICES 





Senator BripGes. On page 451, under “Personal services, permanent 
positions, base salary,”’ it provides for 20 additional persons at a total 
cost of $54,760. Where does that come in? 

Mr. Muuuican. Thatisthe9and 11. The total of 20 is correct, but 
of the 20 new positions, 9 of them are for the housekeeping functions 
and 11 of them are for general administrative functions not related to 
the housekeeping take-over. 

Mr. Rentzev. But related to the total increase in the Board’s 
activity and the staff. 
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Senator Bripces. On the 9 which are the housekeeping positions, 
and then you have 11 more, they were performing duties that had 
been performed by the Department of Commerce itself? 

Mr. Rentrzet. No, su 

Mr. Muuuican. The 11 related to duties that we are presently 
performing—additional messengers, a few additional clerks and per 
sonnel right on down the line in terms of a general increase in 


Board’s over-all staff. 


| have an exact breakdown if vou would like to see it. 


INCREASED COSTS BASED ON CONSOLIDATION OF FUNCTIONS 


senator BRIDGES. My point is we were told this was fone 
rreater eiliclency and a greater economy. It looks to me 
ome to cost more. i um trvine to get at that. 

Mere. Renezen. It is going to cost more. The over-all staff 
ome to he raised by some S7 ) opnle but i] 1¢ lition Lo lust 


more to do the same job, what we are trying to do, and have d 


" ' } 


the way of increasing efficiency is to attack the backlog whic 

OVW have 

What we would like to do is not only attack that with the additional] 
people but to take on these additional jobs whi we have not been 
doing. That was the purpose of my trying to break this down tn 
broad outline as the sort of thing the Board ought be doing and 
ve are not doing at the present time—the uniform system of ac- 
counts, route structure, implementation of mergers which we 
ought to be done in order to make the route structure sound 


ACCIDENT INVESTIGATIONS 


Senator Bripces. We asked the CAA when they were up 
before about safety Do you wor! k closely with them on that? 

Mr. Renrzev. We are the ageney which promulgates the rules 
They are the ageney which enforces them. 

Senator Br IDGES. Let us take that recent crash in Ilorida. 

Mer. Rentrzev. You mean the collision. 

Senator Bripcres. What do you do in a ease like that? 

Mr. RENTZEL. The first thing we do is send our staff down 
nvestigate the accident, get the details of it and what caused 
iecident, jointly with the CAA. Their job is to see if there werr 
violations that should require an enforcement action or if there 
any structural failures occurring in the aeroplanes themselves. 

Our job is to make an accident investigation and report. 

Senator BRIDGES. Do vou have the power to regulate the militar 
airplanes? 

Mr. Rentrzev. To this extent: We have set aside restricted 
The Administrator designates restricted areas in which this sort of 
practice is supposed to take place. What probably may develop 
ihese people were practicing— that is, the military was practicing 
some sort of instrument flving and training out of restricted areas 
or the earrier might have flown through the restrieted area 

Senator Bripces. Do vou take it up with the Military Estabtish- 
ment? 


Mr. Renrzev.. That is right 
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In this case, the participants are dead, but we have quite a number 
of court-martial cases which were brought about at our instigation, or 
the CAA’s, against military personnel who have done acrobatic 
flving and flown outside the restricted areas and on the airways. 

| know in one instance where nine ensigns were requested to resign, 
and did, by the commandant of the naval base at San Diego. That 
is an assumption in this case in regard to the cause, because we do not 
have the report in vet. 

It is our duty to establish the air-traffic-control regulations which 
govern this sort of thing. The Administrator’s job is to enforce them 

Ye work jointly with the military to get enforcement. 

Senator Bripces. Mr. Chairman, I was saying, while you were out 
of the room for just a minute, that it looks to me in this instead of 
more economy and efficiency we are getting a greater expense and 
more people. 

The chairman has just explained here it is the taking on of new 
duties. 

Mr. Renrzev. Not only that, but to improve what we have been 
doing. We had to reduce staff by nearly 100 people as a result of 
this cut last vear. 

We have not asked for all those people back. We have absorbed 
the statutory increases in salaries in this total. We have not asked 
for either all the money or all of the people back. 

What we have asked for is what we consider on an efficient basis 
to be needed to do not only what we need to do and have not been 
able to do but to do more of what we should be doing in the area of 
mail rate cases and to expedite our whole production and get rid of 
this backlog. 


ENCOURAGEMENT OF AIRLINES MERGERS 


Senator McCarran. On page 4 of your statement under the 
‘“‘Mergers,’’ vou say: 


If the Board is suecessful in establishing a desirable basic route pattern in 
regard to continental trunk lines, the net result will be the encouragement of 
mergers, interlocking agreements. 

Did we not legislate against that very principle? 

Mr. Renrzev. You mean to prevent that sort of thing? 

Senator McCarran. Yes. 

Mr. Renrzev. What we anticipate will happen is that, when we 
develop a route structure which is sound and contains a number of 
operations and carriers between points which seem to be justified by 
the traffic, it is probably going to show some tag ends between cities 
which are now receiving too much service. 

On the basis of sound economy, and particularly elimination of 
subsidy in these areas, we should encourage mergers. We have no 
power to force a merger under the act. We can encourage, by a sound 
route structure, the merger of carriers which are at the present on 
subsidy and thereby eliminate some of such subsidy. 

Senator McCarran. Do you mean merger between lines? 

Mr. Renrzer. Yes, sir. 

Senator McCarran. And interlocking agreements? 

Mr. Renrzet. Where service can be provided by an interchange of 
equipment without anv new routes being added, the same service to 
the public, it will be eliminating uneconomic competition. 
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Senator McCarran. Mergers and interlocking agreements are some 
of the things that the country has been apprehensive of for some time 
in transportation. 

Mr. Renrzev. Yes. I think that is true. I do believe that quite a 
number of carriers are receptive, particularly when they are a high-cost 
carrier and have very little hope with the route structure they have of 
getting off subsidy. 


REASON FOR MERGER PROGRAM 


Senator McCarran. Mergers and interlocking agreements are liable 
to have a combination that will control the whole picture. 

Mr. Renrzev. It is the Board’s job to prevent such a thing. 

On the other hand, and while I would rather not mention specific 
cases, there are several situations where we have a earrier which is in 
competition with several other carriers along a particular route. The 
amount of competition over that route may be far in excess of what the 
public demand would be. As a result, several of the carriers are not on 
a sound basis. 

Their cost of operation is high. Their load factors are high. It 
would be in their interest to merge that operation, to reduce the 
number of carriers over that particular segment and form either a 
merged corporation or interlocking agreements that will permit an 
interchange of equipment to provide one-carrier service. 

That is the sort of thing we ere trving to get at. It does not repre- 
sent a major change as such in the over-all route structure. 


QUASI-JUDICIAL FUNCTIONS 


Senator McCarran. [ happened to catch that expression as you 
made it. IL just wanted to develop your ideas on it. You are going 
in at the head of the transvoriation system in the Commerce Depart- 
ment and you will be dwelling on that in a few minutes. 

My attention has been drawn by my administrative assistant to a 
letter from vou dated Mareh 30, 1951, in which vou set up a code of 
ethies with reference to the quasi-judicial features of the Board. It 
is undoubtedly couched after careful consideration, but it does at the 


same time entail a kind of a divorcement by those of us who are 
interested in the whole situation. 


It has been a matter of long concern. ‘There are times when one 
would like to say, ‘‘What is the status of this case?” or “How is it 
getting along?” and get an answer. Whereas, if we did that under 
this code of ethies, | think we might get our knuckles rapped. 

Mr. Renrzev. That is not intended at all. This “Principles of 
Practice’ was developed after quite a lot of consideration by a num- 
ber of practitioners who volunteered their services to work with us. 
This is only one of a series of recommendations which this group has 
given us, 

RELATIONS WITH PRACTITIONERS 


What we were trying to do was to improve the over-all functions 
of the Board. One of the natural problems that we are concerned 
with is between practitioners. 

There is always a certain percentage of them who like to get an 
undue advantage by getting around in the offices of various people 
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and finding out what is going on without due process, or without 
other practitioners having a chance to know it, and perhaps attack 
it if they think it is wrong. 

It was not aimed at any Member of Congress. I hope you will 
believe me on that. 

We are certainly receptive and will give you an answer any time 
on any matter before this Board. The only thing we would like to 
be able to do, and one thing which I am glad to have opportunity 
to state for the Board, we would like to be able, one case is before 
us and we have heard all the evidence, to have the ir not follow 
the practice of trying to pressure the Board in making a decision. 

us take the facts and make the decision in judicial fashion. 

Senator McCarran. I agree with you on that very much. 

Mr. RenvzeE1 We have a great deal of difficulty with that sort of 
practice. These gentlemen who practice before us represent a cross 


section of all types of carriers, including the nonscheduled, the small 
earriers, the large carriers, and the international carriers. T iis came 
forward with this recommendation and we were pleased to receive it 


nator McCarran 1 wish you would break this four-hundred- 


nd-dollar item down as to how it would be CX nded. Under 
reading of “Economic reculation’’ part of 1t comes into that. 


That ts the largest increase ae has to do with the 
Board has, economic regulation of all forms of air 


SONNEL 


Senat low many new personnel are there? 
Mir. Rex There are 56 new personnel, of which 19 are for 
hy | 


andling mail rates Nineteen people there were primarily intended 
to provide ‘the increased handling of our mail rates which have not 
| efiiciently as we would hope. Our backlog is great. It 


efinite adverse economic factor on the carriers 


‘ker we can get on stable sound future rates, the bett: 
uation will be 


AIR MAIL SUBSIDY REPORT 


Senator Bripces. What about the Johnson report? 

Mer. Renrzev. That will be helpful. That will only provide a for- 
mula, an over-all formula and for distribution of su! baidy. 

We will still have the problem of taking each individual carrier and 
doing the mechanics of separation. We will still have the problem 
of setting mail rates with the Post Office Department and establishing 
the amount of subsidy required and bringing that back before the 
Appropriations Committee. 

So the mechanics of the job is our problem. 

The policy question is undoubtedly the Senate committee’s problem. 

| have the impression we have been working very cooperatively on 

it. 
MAIL RATE SECTION 


Senator McCarran. Your 19 employees of that 56 would be 
devoting their time to mail rate? 

Mr. Renvzev. Yes; including the separation; but even more on the 
question of establishing fair and proper mail rates for our over-all 
industry and getting out the rate cases expeditiously. 
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It has a very adverse effect when it takes 3 or 4 years to get a mail 
rate set. 

Senator McCarran. I want to go back into that mail rate proposi- 
tion from the very standpoint Senator Bridges raised, and that is the 
Johnson report. 

How many altogether would be devoting their time to the question 
of mail rates? 

Mr. Rentrze.. There would be a total of 120 people concerned in 
the over-all mail rates activity. 

Senator McCarran. Do you think that number is necessary? 

Mr. Rentzev. Yes, sir. That is the most active job the Board has. 

Senator McCarran. This Johnson report, so-called, will only 
furnish a formula for your work? 

Mr. Renrzev. It will furnish a formula for the separation of mail 
pay and subsidy. It will attribute mail pay and subsidy, as I under- 
stand it, although I have not seen the report, to the reasons for 
subsidy and the reasons for excessive cost and delineate the unprofit- 
able stops. 

The mechanics of actually making the separation, following the 
establishment of the formula, of establishing a proper subsidy level 
for those carriers which would continue to be subsidy carriers—the 
question of what carriers would have a compensatory rate applied 
to them—all those things would be functions the Board would still 
have to undertake. 

Senator McCarran. You do not lose by this Johnson report the 
question of how the formula may apply to a specific line? 

Mr. Renrzet. That is right. 

Senator McCarran. Nor how a line may deviate from the rule 
laid down by the formula? 

Mr. Renrzev. That is correct. 

| again emphasize that Senator Johnson and I have worked very 
closely together on it. I have tried to keep in close contact with 
him and his staff. We have furnished a great deal of material to the 
people who made the study. 

Senator McCarran. Of the 56 outside of the 19 you mentioned, 
to what line will they address their services? 


COMMERCIAL RATE SECTION 


Mr. Renrzev. Eight people will be in the commercial-rate field. 

The reason for that is this: The area in which the rates to be 
charged to the passengers and to users of air service for the use of such 
service has got to be developed. 

At the present time we have a rule—and I think it logically operates 
under the act--which permits carriers to establish their rates with a 
veto power to be exercised within 30 days. That means all of the rate 
structures in the entire field have got to be correlated by this group of 
what we hope will be 65 people, both international and domestic. 

It means our commercial-rate structure in the international field 
has got to be coordinated with other countries through the Inter- 
national Air Transport Association. 

All the research there—and that goes into establishing a fair rate 
and the problems of recent ruthless rate wars and the determination of 
sound rates—has got to be done by that staff. 


SU51L3 
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Senator McCarran. Are international rates and local rates a! 
involved under this heading ‘‘ Economic regulations’’? 

Mr. RENTZEL. Yes, sir. 

Senator McCarran. Under “ Personnel’’? 

Mr. RenrzeEu. Yes, sir. 


INTERNATIONAL RATE AGREEMENTS 


Senator Brincres. What about international agreements? 

Mr. Rentzex.. Those have to do with bilateral agreements where 
we negotiate with a nation, in effect, an air treaty or an agreement 
under which the airlines of the two nations making the agreement 
would operate 

A recent case in point was the French negotiation, which took 
nearly 6 weeks of concentrated effort on the part of four of ow 
people, backed up with work by the staff, developing actual trave! 
between the two countries, the amount of traffic we pick up in Franc 
and carry on beyond, the amount of traffic between the two nations, 
whether there should be limitations, and setting a capacity, whethe: 
we are flying too many trips, and that sort of thing that has to go 
into an agreement. 

Senator Bripges. Do you think we stand up for ourselves in these 
international agreements? 

Mr. Rentzev. We do, pretty well, sir; we really do, in my con- 
sidered opinion. Particularly in 1946 we came out of the Bermuda 
agreement with some principles which gave a reasonable amount of 
freedom for expansion of United States air. and I think statistics bear 
it out that we are carrying the majority of world air traffic today. 

Certainly in the case of the French negotiations we came out with an 
agreement to operate two carriers where they were going to operat: 
one along the same routes. 

Senator McCarran. Under the heading ‘“ Routes” you have an 
addition of 5 of this 56. 

Mr. Rentzeu. Yes, sir. That goes into the question of ‘rout 
structures, both national and international, Mr. Chairman, and thi 
question of the type of route structure that we need in the national! 
interest, and the type of short-haul carriers we need, and the prosecu 
tion of all route cases before the Board, W here people come and apply 
for a new route, and we have to balance that against the over-all rout: 
pattern, and other carriers that are affected, diversion, whether or not 
the traffic justifies the actual operation, and what cities need to bi 
served. 

LAW ENFORCEMENT 


Senator Bripces. What litigation do you have? 

Mr. Renrzev. Well, it takes two forms. Qne is economic litiga 
tion, where we are taken to court by a carrier which may have applied 
for a route, and which we may have turned down, for example; o1 
it may be contended that the Board exceeded its authority; or th 
most logical and most usual thing in litigation is where we are 
seeking enforcement against some violator of an economic rule or a 
safety rule, and we are required to take the case to court to prose- 
cute it. 

Senator Brirges. You may nor may not want to answer this 
question on the record, and you may answer it off if you wish. What 
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is the basis, for instance, for the fixing of responsibility for an air 
accident or the responsibility of whether an airline is liable for the 
death of an individual? Do you make those rules? 

Mr. Renrzev. Well, no, sir; not exactly. We are involved in it, 
of course. The question of whether or not the airline is responsible 
is our problem in that we are required by the act to fix the responsi- 
bility for an accident. If, in the course of the accident investigation, 
we determine that the carrier is responsible through its negligence or 
negligence of its personnel for an accident, that establishes blame. 

Now, the question of litigation against the carrier by people who 
were on the plane, or families of the people who were killed, is a 
question usually handled directly through the insurance company. 
Quite frequently we are called to testify in the case. 

Senator BripGus. Now, is the basis of the settlement they are re- 
quired to make the basis of your finding of negligence? 

Mr. Renvrze.. Usually that is the case. That does not always 
control, Sometimes when we say the carrier is not responsible, the 
litigant still contends that the carrier is responsible, and quite fre- 
quently takes the case to court. Usually the insurance company, in 
an accident where a carrier is found to be negligent, settles out of court 
or as rapidly as possible. 

Senator BripGes. Supposing there is found to be negligence. Are 
you empowered to force the airline to pay? 

Mr. Renvziv. No; 1 do not believe that we are. Senator, we have 
never had occasion to have to force them to settle. 

There have been instances, I know, where the public has been 
critical because the airline has been either very unsympathetic or 
seemingly brutal in their attitude. But we do not have the authority 
to force them to settle. 

Senator BripGus. It is a court measure? 

Mr. Renvze.. That is right. 

Senator McCarran. Our recollection is that the State of Virginia 
has a ceiling of $10,000 fixed by statute as a maximum. 

Mr. Renrzeu. Yes. 


CARRIER SERVICE SECTION 


Senator McCarran. And this item “Carrier service,’ where there 
are six new members going in, what is that, Mr. Rentzel? What 
does that mean; that caption “Carrier service’? I am looking at 
page 411 of your justification. 

Mr. Muuiicgan. On page 425, Mr. Chairman, the justifications 
show that the function “Carrier service’? embraces all of the activities 
dealing with the services rendered by air carriers pursuant to the 
terms of their certificates. That would include applications for 
change of service pattern, application for suspension of service, 
airport notices, nonstop notices, analysis of the carriers’ operating 
schedules, maintenance of current records of amendments to or 
issuance of certificates and permits authorizing service. 


INTERCARRIER RELATIONSHIPS SECTION 


Senator McCarran. On “Intercarrier relationships” you are going 
to assign four new personnel. 


Mr. Renrzeu. Yes, sir. 
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Senator McCarran. How many would that be in that line of 
work? 

Mr. Renrzev. There would be 28 if this increase were granted, 
Mr. Chairman. 

Senator McCarran. What will they do? 

Mr. Renrzev. That function includes the processing of consolida- 
tions, mergers, acquisition of control, application for approval of inter- 
locking relationships— that is Board members, principally, but also 
other types of personnel—intercarrier agreements where an interchange 
of equipment, for example, was involved, stock ownership, amounts 
of stock, and the interrelation of stock between various companies and 
economic investigation leading up to that. 

That is a fe tirly broad activity, principally in a consolidation merger 
and acquisition of control case, and the interlocking relationships be 
tween various carriers and other forms of transportation as well. 


COORDINATION WITH OTHER GOVERNMENT AGENCIES 


Senator Bripces. Do you work with the Securities and Exchange 
Commission? 

Mr. Renrzev. We work with them; ves, sir. They have a different 
responsibility. Their job is primarily—and I do not believe I need to 
describe it to you—the business of whether or not a security issue is 
sound, whether it is truthful. 

Our job is concerned more with whether or not the particular carrier 
in question in the issuance of stock is doing so beyond its actual capa- 
bilities and economic responsibilities. 

Senator Bripces. Do vou fit in with the Antitrust Division of the 
Department of Justice, too? 

Mr. RenrzeE.. ne sir. We have had several instances in which 
we have asked the Justice Department to look into a case on anti- 
trust, or some other criminal violation of the statute. 


ECONOMIC ENFORCEMENT SECTION 


Senator McCarran. In Economic Enforcement, how many would 
you have if the full increase was granted? 

Mr. Renrzet. We would have 29 people in that area. 

Senator McCarran. What is their function? 

Mr. Renrzet. Their job is to first develop the program for enforce 
ment of the economic regulations of the Board and to check statistical! 
reports received from air carriers, and the investigation of informal 
and formal complaints of ieee d violations, spot audits and investiga- 
tion of the books and records of the air carriers for evidence of alleged 
violations, conducting informal enforcement action to obtain volun 
tary compliance; and, in case that isn’t forthcoming, preparation of 
trial proceedings before examiners and the Board and finally prepara- 
tion and participation in trial of civil and criminal actions for enforce- 
ment before the courts, and of course the appeals of court decisions 


LITIGATION SECTION 


Senator McCarran. Now, under the head ‘‘Litigation,’’ you have 
recited, I believe, what that entailed to Senator Bridges, 
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Mr. Renrzev. That, of course, I did recite insofar as economic 
cases, but in addition to that we have safety violations, violations 
of the safety regulations that are taken to court. 

Senator McCarran. You are asking for three new personnel in 
there? 

Mr. Renrzev. Yes, sir; for a total of eight. 

Senator McCarran. And in International Agreements, Rules, and 
Regulations, you are asking for two? 

Mr. Renrzeu. That is right. 

Senator McCarran. On Economic Litigation, how many would 
there be in that? 

Mr. Renrzexu. There would be a total of eight people in the litiga- 
tion field. 

Senator McCarran. All of them attorneys? 

Mr. Renrzev. Yes, sir. Well, there is a small secretarial staff. 


INTERNATIONAL AGREEMENTS SECTION 


Senator McCarran. And International Agreements, Rules and 
Regulations, there you are asking for two? 

Mr. Renrzev. Two additional which would bring the total to 19. 

Senator McCarran. That line of work is what? 

Mr. Rentzev. That has to do with the question of negotiating 
international agreements, working on uniform rules and safety regula- 
tions and rates of fares, and so forth, and legislation, applied princi- 
pally, of course, to our own requirements for legislation and the prepa- 
ration of legislation, and the processing of that. 


BUREAU OF AIR OPERATIONS 


Senator McCarran. Now you have here a heading, ‘Total economic 
regulation.””’ What do you really mean by that expression? 

Mr. Renrzer. Well, it actually means the total increase in the 
area of economic regulation, amounts to 56 people. 

Senator McCarran. Does that embrace all of the additional 
personnel? 

Mr. Rentzev. No, sir; that embraces the largest part of it and is in 
the field of economic regulation. For safety regulation we have asked 
for two people additional. 

Senator McCarran. That would make how many, then, in that 
department? 

Mr. Rentzev. It would be a total of 55 if we were given the 2 addi- 
tional people. 

Senator McCarran. I think you had better expand a little on what 
is done by that safety division. 

Mr. Renrzev. All right, sir. 

Senator McCarran. I know that some for a long time have been 
clamoring for a safety board. 

Mr. Rentzev. Yes, sir. As you will remember, Mr. Chairman, 
the accident investigation feature of the Civil Aeronautics Board is 
the outcome of the reorganization of 1940 which transferred this 
responsibility from the old Air Safety Board to the Civil Aeronautics 
Board. 

Senator McCarran. Yes. 
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Mr. Rentzeu. And is largely constituted along the same lines. 
Senator McCarran. The President could not get the three mem- 
bers of the Board to agree on the thing so he abolished the Board. 


ACCIDENT INVESTIGATIONS 


Mr. Rentzeu. | was not here at the time, but I understand that 
had a lot to do with it. 

The accident investigation analysis staff is the largest group in our 
safety field and represents 101 people at the present time. If we 
were given this 5-man increase, it would represent 106 people. That 
group is broken down into technical areas but is primarily concerned 
with the investigation of all accidents, both large and small, the 
analysis of those accidents and recommendations for 0 ntive meas- 
ures to be taken either by the administration, the Civil Aeronautics 
Administration, or by the carriers themselves, and the job is pretty 
comprehensive. That is about the only field group we ‘ ave. 

Senator McCarran. Your investigators go out to an accident or 
crash and they make a report that certain instrumentation or some- 
thing of that kind was the cause of this accident. How does the 
carrier, as a rule, take to the recommendations, or do they resist 
them? 

Mr. Renrzev. There is usually, I would say, some resistance. 
Quite frequently there is difference of opinion. But on the whole, 
I don’t say that they resist it, largely because we have made it a 
practice of having on the investigation team, not the people actually 
making the determination, but the people at the scene of the accident, 
technicians from the carriers and from the manufacturers, and we get 
the benefit of their advice and information. 

They are, of course, just as anxious to prevent accidents, or should 
be, as anybody. There is always an exception to those rules. I would 
say generally they have been most receptive and most cooperative. 

Senator Bripces. Who runs the show, the Civil Aeronautics Board 
or the Civil ae ‘ronauties Administration? 

Mr. Rentz The Civil Aeronautics Board. 

Senator eons Is there not a duplication of a lot of people who 
go out and investigage the accidents? Is there not a duplication of 
expense and duplication of ene rey, and so on? 

Mr. Renrzev. That actually happens in only a very small number 
of instances. The Board has the re sponsibility for investigation, 
there is no question about that. The Administration, however, has 
a little different responsibility in that their responsibility is enforce- 
ment, if there was a violation, and they have the airworthiness 
responsibility, improving the structure of the airplane. 

In the course of an accident investigation there are two different 
approaches. The Board has to make an effort to try to find out what 
caused the accident, what was responsible for it, and what recommen- 
dation should be made to prevent similar accidents. The Adminis- 
tration, working as a part of the team, and under the Board’s control, 
trys to find out if there are any violations, any structural failures or 
component failures which should be immediately corrected, or should 
the airplane be grounded, or should other action enforcementwise be 
taken immediately in order to prevent a recurrence. 
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One is judicial and the other is administrative. We work very 
closely. Mr. Nyrop, the present Administrator, and I, have worked 
very closely and have made two or three minor adjustme nts in acci- 
dent investigation procedure to prevent any duplication so that there 
wouldn’t be any overlap between the two. 

cy ager Bripces. I am looking at it from the public’s point of view 
and I realize that you get many complaints coming in claiming 
jeaication of effort, energy, and expenses, and so “forth. I am 
interested in what you say because I have not been able to explain 
it to some people. 

Mr. Renrzev. If I may go along further, Senator, in general the 
small plane accidents, except for the gathering of statistics and the 
analysis of those statistics by the Board, has been delegated to the 
Administration. That is the nonairline type of accident, private 
fliers, generally speaking, and even there, the CAA and the States 
work reasonably close together to try to get at the small plane 
accidents, the reasons for them, and the corrective efforts that ought 
to be made. 

On all large plane accidents, concerning the airlines, the investiga- 
tion is done by the Board regardless of whether there is a fatality or 
not. The Board’s efforts are well coordinated. 

1 am very much interested in trying to save and to avoid any 
duplication. There are perhaps more steps that could be taken. 
We could possibly delegate more of the responsibility to the Admin- 
istration, but having been both Administrator and Chairman of the 
Civil Aeronautics Board, I feel it would be unwise to permit the CAA 
to investigate itself, because it has the responsibility of enforcement 
and there could be a failure to enforce or in providing air navigation 
facilities or in some airport operation. So | think that it is necessary 
to have the judicial type of approach taken by the CAB. 

Senator Bripces. Is it true, Mr. Chairman, that you sometimes, 
in going out to an accident, for instance, leaving Washington you fly 
one of your planes out and the Civil Aeronautics Administration flies 
one of theirs out to the same accident? 

Mr. Renrzev. No, sir; not to any great extent. 

Senator Bripces. But it does occur? 

Mr. Renrzev. It has happened, I know that. 

Senator BripGes. Several people have cited that to me. 

Mr. Renrzev. Yes, sir. But sometimes we have to find out how 
many people, for example, are going out. We have a relatively 
limited number of people in the Board stationed at approximately 
seven points in the United States and Alaska. Quite frequently the 
Civil Aeronautics Administration, having quite a large number of 
people and a more extensive organization for enforcement purposes 
and in the safety field, are closer to the scene of the accident and get 
there quicker. And they will move into the situation and wait for 
our people to get there; preserve the wreck; get the usual police 
functions started; and so on. 


NUMBER OF AIRPLANES 


Senator Bripcrs. How many airplanes do you have? 
Mr. Rentzev. We have eight in the field, sir. I believe that is 
right. 
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Mr. Mu turean. That is right. 

Senator Bripces. Your budget shows 17. 

Mr. Muturean. That is the total that we are authorized. 
Senator Bripces. You have only eight? 

Mr. Rentzev. We have eight plus two in Washington. 


NUMBER OF AUTOMOBILES 


Senator Bripcres. What do you have for automobiles? 

Mr. Mutuiean. We have 25 automobiles, Senator, of which all 
but 2 are in the field. 

Senator Bripces. You are asking for five replacements? 

Mr. Muuuiean. That is correct sir, of which four would be to 
replace vehicles in the field and one to replace a station wagon in 
Washington. 

Senator Bripces. How high priced or high up in the scale do you 
go on automobile prices? 

Mr. Muuuican. We are limited to the statutory figure of $1,400 
with the exception of the station wagon. 

Senator McCarran. What make are they, as a rule? 

Mr. Muuuiean. Those to be replaced, sir, are two Pontiacs, two 
Chevrolets, and one Mercury station wagon. They are all 1942 
vehicles and they have over 100,000 miles on them. 

Senator Bripces. Do you buy a Mercury station wagon for $1,400? 

Mr. Mutuigan. No, sir. As I mentioned, the ceiling there is 
higher, $1,900. 

Senator Bripces. Do you buy a Pontiac for $1,400? 

Mr. Mutuiean. Yes, sir; that is at the Government prices. 


BREAKDOWN OF PERSONNEL 


Senator McCarran. All right, now, are there any others in the 
category of personnel? 

Mr. Renrzev. I mentioned two in safety regulation, Mr. Chairman, 
having to do with the rules and standards, two additional technicians. 

Senator McCarran. That would make how many there? 

Mr. Renrzev. Thirty-six in that group, sir, and five additional in 
accident investigation. 

Then there are 4 people in “executive direction” and a total of 20 
additional people in ‘‘administration,’’ which we have dealt with on 
the increased housekeeping duties. 

Senator McCarran. Now, as to administration, and new personne! 
going into administration, how is that broken down? 

Mr. Rentzev. Nine of those were to take over the housekeeping 
functions, Mr. Chairman, and 11, including such people as messengers 
were to be in accordance with the general increase of the staff of the 
Board. 

Do you have any further breakdown of that, Mr. Mulligan? 

Mr. Mutuigan. Yes; on page 452 of the estimates there is an 
enumeration of the functions embraced by the term “administration.” 
If you like, Mr. Chairman, I would be glad to give you the number 
of people. 

First, on budget administration, at present, four; an increase of one; 
total five. 


‘ 
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On fiscal services, at present, one; an increase of six; and a total of 
seven. That increase is one attributable to the housekeeping take- 
over. That, in other words, would be six of the nine that we speak of. 

Senator McCarran. What about personnel administration? 

Mr. Mutuican. Personnel administration, at present, 8; an increase 
of 2; total, 10. 

Senator McCarran. Payroll leave and retirement. 

Mr. Mutuican. Payroll leave and retirement, at present, two; an 
increase of one; total, three. 

Organization and methods, at present, four; an increase of two; and 
total, six. 

Senator McCarran. Just what does that involve, organization and 
methods work? 

Mr. Muuuican. Mr. Chairman, the duties of that group are to 
maintain a continual survey of the Board’s organization and methods, 
seeking improvements, simplification of procedures, refinements in 
organization as well as handling such things as the Board’s internal 
issuances. We have a CAB Manual which states approved operating 
procedures, approved administrative procedures, statements of func- 
tion, and those require constant review and analysis. 

Mr. Renrzev. For a total of what? 

Mr. Mutnican. A total of six. 

Senator McCarran. The analysis and disposition of records? 

Mr. Mvuuriican. At present one, no increase. 

Mail and messenger service, at present 11; an increase of 2; total, 13. 

Senator McCarran. What does that involve, mail and messenger 
service? 

Mr. Mutuican. That group, sir, receives and distributes the mail, 


provides messenger service and related services. 
Senator McCarran. Is this 11 people to distribute the mail? 
Mr. Muuuican. And provide messenger and communications serv- 


ee: ves, SIP. 


ADDITIONAL MESSENGERS REQUESTED 


Mr. Rentzev. Mr. Chairman, one of our disadvantages is that the 
Board is split up. We have part of the people in the Commerce 
Building itself, the Board itself is in the Commerce Building, and the 
rest of our staff are all in temporary building No. 5. That, in itself, 
is a handicap in the distribution of mail because there is an interchange 
service that has to flow constantly between the two buildings. Most 
of the people we have are here in Washington and we have relatively 
few people in the field. The distribution of our mail and documents 
between buildings is pretty much in a constant flow. 

Senator McCarran. That involves the passing of documents from 
one building to another, to and fro? 

Mr. Renrzeu. Yes, sir. 

Senator McCarran. It seems to me for the distribution of mail 
11 people is pretty high. 

Mr. MuuuiGan. Well, sir, that is not all, as Mr. Rentzel bas said; 
it involves not only the receipt initially of each morning’s mail, the 
sorting and distribution and delivery of that mail within the entire 
Board, at the Commerce Building, and in Temporary 5, but the 
constant daily messenger service to move papers within the Board as 
well as interdepartmental, to some extent. 
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Senator McCarran. You are not asking for any increase in that? 
Mr. Muuuiaan. Yes, sir; the increase proposed is two, two addi- 
tional messengers. 

PROCUREMENT SECTION 


Senator McCarran. What about procurement and distribution of 
supplies and equipment? 

Mr. Muutuiean. At present one; an increase of two; a total of three 
That increase of two is part of this nine, incident to the housekeeping 
take-over. With that increase of two, the Board will perform its own 
procurement functions. 





















SPACE CONTROL AND UTILITY SERVICE 



































Senator McCarran. Space control and utility service. What does 
that mean? How many employed in there are new? 

Mr. Muuuican. We have none at present, sir, and we would like 
to have one. That is a position which we had a year ago and were 
compelled to drop. 

Senator McCarran. Space control; what does that mean? 

Mr. MuLuican. Space control means actually the handling of minor 
moves, and the maintenance of space records. The largest part of 
the duties of this one individual, however, would be to handle the 
daily volume of utility services, requests for telephone installations, 
changes, repairs to equipment, typewriters, and the like, which would 
aggregate the time of one person. 


PUBLICATIONS AND DUPLICATING SERVICE 


Senator McCarran. Next is the reproduction and distribution of 
Board publications. 

Mr. Murxrican. At present eight; no increase. 

Senator McCarran. What does reproduction mean? 

Mr. Muuiican. The processing, sir, duplication, mimeographing, 
or otherwise processing. 

Senator McCarran. And the distribution of Board publications? 

Mr. Muuiican. That is right, sir. 

Senator McCarran. What about duplicating service? 

Mr. MuuuiGan. At present, seven; an increase of one; for a total 
of eight. 

Senator McCarran. What does that involve? 

Mr. Muuuiean. That actually is our duplicating operation, the 
operation of mimeograph machines, ditto machines, and the like. 





LIBRARY SERVICE 






Senator McCarran. Next is library service. 
Mr. Muturean. In the library service, at present there are three 
people, an increase of one, for a total of four. 

Senator McCarran. What does that mean? 

Mr. Mutuican. We maintain, Senator, a library for the Board. 
It is essentially a law library and serves as such the Board’s legal staff. 
Senator McCarran. And you have how many people in it? 

Mr. Mutuican. Three people, sir. 
Senator McCarran. You are asking for a new increase? 
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Mr. Mutuican. Of one. 

Senator McCarran. How many volumes are in that library, would 
you estimate? 

Mr. Mutuican. I do not have the total of volumes but I have some 
figures On accessions. 

Senator McCarran. What I am driving at with this question is 
the necessity for that number of librarians. 

Mr. Muuiican. For example, sir, during the current fiscal year 
we are receiving at the rate of 13,500 requests in the library for 
material of one sort or another. 

Senator McCarran. Where do those requests come from? 

Mr. Mvuutuican. From within the Board, sir, from its own staff, 
from its legal and economic staff. 

Senator McCarran. In other words, you are not maintaining a 
library for the outside? 

Mr. Mutuiean. No, no, Mr. Chairman, not at all. 


RECORDING OF BOARD ACTIONS 


Senator McCarran. All right, now, as to the recording of Board 
actions, how many do you have in that now and how many new ones? 

Mr. Muuuican. At present, Mr. Chairman, six, with a projected 
increase of one, and a total of seven. 

Senator McCarran. What does that involve? 

Mr. Mutuican. The daily meetings of the Board must be recorded, 
minutes are prepared, and all of the Board’s orders and opinions are 
processed through that unit. They are checked by that unit to see 
that they conform with the action taken by the Board. 

Senator McCarran. Next you have ‘Processing documents re- 
flecting Board actions.’”” You have got something that looks like a 
duplication there, the recording of Board actions and processing of 
documents. 

Mr. Muuuican. In my explanation, I did cover them both. The 
recording function is the one I mentioned as staffed with six with a 
projected increase of one. In the actual, physical processing, we now 
have two people and no increase is sought. So that for that entire 
croup the total would be nine. 

Senator McCarran. All right. 

Senator SaurTonstaLL. Mr. Chairman, I interrupt with a smile, 
because I know you have a good sense of humor and I hope these 
gentlemen have. If you have four employees in the library and they 
have 13,000 books taken out in the course of a year, even assuming 
there accessions, that means that in 300 days’ work 1 person is han- 
dling 15 books. I know there are other duties. 

Mr. Muuuican. Perhaps I did not state it correctly, Senator. 
The 13,000 figure was not accessions but requests. 

Senator SattonsTaLuL. That is what I mean. That means [ come 
up with a slip and say I want book X. 

Mr. Muuuiean. That is not at all. Frequently they are telephone 
inquiries and handled as such. 

Senator SarronstaLyu. That would be even shorter. 

Mr. Muuuican. That is right. 

Senator SartonstaLu. I do not know why two people could not 
handle a library like that and keep the books clean and everything. 
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Mr. Mutiigan. There is more to it than the books. There is 
research. There are bibliographies to prepare and actual maintenance 
of accessions, periodic issuances of notices as to accessions, and in 
general, a library service. 

Mr. Renrzev. Also the modifications of additions and deletions of 
other information that is kept in the library to keep it on a current 
status. That is probably the biggest part of the work. 

Senator McCarran. You have “Processing material for publica- 
tion in the Federal Register.”’ 

Mr. Muuuican. That involves two individuals, Mr. Chairman, with 
no increase. 

Senator McCarran. All right, that covers all of the increases 
request d. 

Mr. Mutiican. Yes, sir, it does. 

Senator McCarran. Is there anything more you want to say, Mr. 
Rentzel? 

Mr. Renrzev. Just to sum it up, Mr. Chairman, as you know I 
have only been there about 7 months and I hope we have done some- 
thing to improve the over-all efficiency of the operation of this agency. 
I think that the requests we have made are reasonable, and I naturally 
would or 1 would not be here supporting them. 

But this represents, I would like to emphasize again, not an increase, 
it represents a restoration, actually, of some of the cut last year. 
Not all of it, but it represents half of the amount deleted from last 
year’s budget. I think there is sufficient justification to take on the 
additional personnel even to prosecute cases with considerably more 
efficiency than we have in the past. 

Senator McCarran. Are there any further questions, Senator 
Saltonstall? 

Senator SALTONSTALL. I have no further questions. 

Senator McCarran. Is there anything further anyone wants to say 
on this subject? 

Mr. Renrzet. No, Mr. Chairman, I think we have covered it. 

Thank you very much. 


STATEMENTS OF DELOS RENTZEL, CHAIRMAN, CIVIL AERONAU- 
TICS BOARD; PHILIP A. HOLLAR, DEPUTY UNDER SECRETARY 
FOR TRANSPORTATION, DEPARTMENT OF COMMERCE; F. R. 
CAWLEY, BUDGET OFFICER, DEPARTMENT OF COMMERCE; AND 
0. H. NIELSON, MANAGEMENT ANALYST, DEPARTMENT OF 
COMMERCE 


OFFICE OF TRANSPORTATION 
PERSONNEL 


Senator McCarran. All right, Mr. Rentzel, we will go into the 
matter of the transportation facilities set-up in the Department of 
Commerce. 

Mr. Renrzev. Yes, sir. 

Senator McCarran. On page 24 of your justification there is justi- 
fied a request for 10 additional tec hnical employee s to deal with the 
fundamental issues of transportation policy in the United States. 
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I would like you to inform the committee as to just what the funda- 
mental issues are. |] am hopeful that you do not mean complete 
Federal operation of all public transportation mediums in this country. 

Mr. Renrzev. No, sir; we do not. 

Senator McCarran. I note also that your justifications envisage 
broad-scale studies of rate making and the performace of the regula- 
tory functions of the several boards concerned and the recommenda- 
tion to those boards of how to change their proceedings to conform 
to a central over-all policy. 

We had a Mr. Zeis who testified who gave me the impression—and 
I do not know how it affected the others, that this was to be a super- 
transportation facility through which all conclusions, regulations, and 
orders made by other facilities would go to have power of complet 
transformation of anything done by any other agency, complete 
supervisory control over them. It looked to me as though it was an 
abolition of everything we have done up to date in the wav of regula- 
tory fac ilities for our transportation operations. 

I would be glad to have you go into that. 

Mr. Rentrzev. I am sorry that you got that impression, because 
that is not intended. 


T 
{ 


FUNCTIONS 


The Office of ‘Transportation, and the Office of the Under Secretary 
of Commerce for Transportation, as you know, was set up in Re- 
organization Plan 21 last vear. And certainly in my conception, Mr. 
Sawyer is not to take over any functions of any regulatory agency of 
the Government that is set up by the Congress. 

It is intended that the Under Secretary of Transportation in the 
Department of Commerce would exercise general supervision over all 
transportation activities in the Department of Commerce, and by 

“general” it doesn’t mean that all of the orders issued by that agency 
or any regulatory issuances of that agency would have to be approved 
by the Under Secretary of Commerce for Transportation. 

But it is an effort to insure a program consistency in the establish- 
ment of a reasonable national transportation policy which affects all 
transportation systems. I believe the Congress did give some indi- 
cation in Reorganization Plan 21 that that was intended. 

Now, I would like to emphasize, as I did today to the Chamber of 
Commerce of the United States, that the Commerce Department is 
not going to take over any regulatory functions of any of the statutory 
agencies of transportation. It is not intended. 

I have here four very simple authorities issued to the Under Secre- 
tary in line with Reorganization Plan 21, which I think represent the 
peacetime activities, if I may read them into the record. 

Senator McCarran. Yes. 

Mr. Renrzev. This is Manual of Orders, Part 1, issued July 24, 
1950, Department Order No. 121, which states: 


There shall be in the Department of Commerce an additional Office of Under 
Secretary with the title, ‘‘Under Secretary of Commerce for Transportation.’’ 
The Under Secretary of Commerce for Transportation shall be appointed by the 
President, by and with the advice and consent of the Senate, shall receive com- 
pensation at the rate prescribed by law for Under Secretaries of executive depart- 
ments, and shall perform such duties as the Secretary of Commerce shall prescribe. 
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In part .012 it says: 


The Under Secretary for Transportation shall serve as the principal deputy to 
the Secretary on all matters concerning transportation within the Department. 
More specifically, the Under Secretary for Transportation shall: 


1. Exercise general supervision over all transportation activities in the Depart- 
ment; 

2. ‘Assure program consistency among the several transportation agencies of 
the Department and develop for their guidance a unified over-all transportation 
policy, including the planning and developing of such route patterns as may be re- 
quired for all land, air, and water transportation systems in the light of the total 
transportation need of the country; 

3. Initiate action before the transportation regulatory agencies when such action 
appears to be appropriate in order to effectuate the over-all transportation policies 
of the Government; 


UNIFORM TRANSPORTATION POLICY 


| emphasize that, Mr. Chairman, because I assume that if we have 
a uniform plan and as an over-all policy for transportation, it would 
be our objective to go before the appropriate regulatory commissions 
or boards and set forth facts to justify action toward implementation 
of this plan. It does not mean to me that we can dictate to the 
regulatory agencies what course of action that they should follow, 
but to act as a catalytic agency to bring about a consistent over-all 
transportation policy, urged before these various commissions and 
boards such as the CAB and the ICC, by petitioning those agencies 
to implement a general over-all policy or pattern. 

Make arrangements with the National Sec oo Resources Board for studies 
and plans required for the mobilization of the Nation’s transportation resources 
in the event of a national emergency. 

These are the only four assignments given to the Under Secretary 
by the Secre tary ’s order in relation to the authority for the establish- 
ment of the office in Reorganization Plan 21. 

Senator McCarran. We have just concluded a hearing on the 
Civil Aeronautics Board. 

Mr. Renrzeu. Yes, sir. 

Senator McCarran. Now, going back to the discussion we had, the 
Civil Aeronautics Board has issued its regulations for better service 
and for noninterference, and in their consideration, code of ethies, so 
to speak. 

It is a quasi-judicial body. Supposing that it formulates a decision 
ofacase. Would it not be possible under that set-up that you are now 
discussing for the Secretary to come over and say, “That does not 
conform to the policy that we have set up.” 

Mr. Renrzeu. It is possible that the Secretary or others might 
come over and say that, Mr. Chairman, but it does not change the 
Board’s decision. 

Senator McCarran. How long do you think a me ‘mbe sr of the Board 
would last if he refused to go along with the Secretary’s mandate? 

Mr. Rentzex. | think he would last quite a long time. As far as | 
am concerned, he would. 

My point of view on that—and I am sure this is Mr. Sawyer’s 
is that if anyone has something to say before the Civil Aeronautics 
Board it should be said public ly asa part of an intervention on behalf 
of the party, such as the Secretary of Commerce, stating the case for 
a national transportation policy. If we have a case in point we should 
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appear in public and not by private communications of any sort. 
We have proceeded in this manner in several instances, for example, 
the Commerce Department is so doing in regard to a rate matter 
before the ICC at the present time. 

I think our job is to represent the broad interest of the transpor- 
tation-using public in petitions brought before the regulatory agencies 
to develop a better transportation system for those who use transpor- 
tation; not to dominate or even attempt to supersede the regulatory 
functions of the various agencies for each form of transportation. | 
think further that in a broad sense we will have a promotional re- 
sponsibility to try to integrate to the extent that they can be inte- 
erated, or interrelated the various forms of transportation to provide 
better over-all transportation system for the commerce of the country 
as a whole. There is no agency now set to do that. Therefore 
Congress and the President have given the Secretary of Commerce, 
and through him, the Under Secretary, the responsibility for the de- 
velopment of a national transportation policy, as such, in its broadest 
form. Iam sure that does not mean we would dictate, and I certainly 
do not interpret it to mean in any way that we could dictate the 
decision of any regulatory board or commission on any particular 
case. 

Senator McCarran. I want to read you a colloquoy that took 
place here when Mr. Zeis was before the oe 

Senaior McCarran. Let me pui it more cone : We had it up last time 
and we are going io have it up again. General nelle vy as bevween two transconti- 
nenial routes is what I am ialking about. I am not mentioning the routes, how- 
ever. The mavier was in the Siaie of Uiah. We had io deal with the proposition 
of whether this route should be held back or this route promoted, whether money 
should be appropriaied for one rouve and siill maintain the ovher one. 

That is a matter of policy. Would that come to the Secretary for final 
determination? 

Mr. Zeits. That I cannot answer. It is a matter of general policy, involving 
a highly important issue, as far as the Bureau of Publie Roads is concerned, it is 
quite possible it might come to him. 

Do you think that is —- the policy of the pl: un? 

Mr. Renvzeu. No, sir; but I don’t visualize that. 

We have drawn up a three-page memorandum on what we con- 
sider the functions of the Office of Transportation from a mobi- 
lization point of view, and I will be happy to submit this for the 
record. In fact, | would like to read it to you, Mr. Chairman. It 
will take me only about 2 minutes 

Senator McCarran. Very well, I will be glad to hear it. 

Mr. Renrze. (reading): 


FUNCTIONS OF THE OFFICE OF TRANSPORTATION 


li is aniicipated that the Office of Transporiation, as the siaff agency of the 
Under Seereiary of Commerce for Transportation, will assist him in the perform- 
ance of his responsibility in conneciion with defense and mobilization aspects of 
vransporiaiion activities. Under Reorganization Plan No. 21, the Under Secre- 
vary has been assigned responsibilivies for leadership in the development and 
implemeniacion of over-all naiional transportation policies, including ‘hose rela 
ing to mobilization of transportation activicies and facilities. The Office of 
Transporvation will assist the Under Secrevary not only in the developmen. of 
over-all transportation policies relaving vo mobiliza ation bui also in ascertaining and 
reviewing ihe mobilization plans and programs of the various iransportaiion 
agencies direetly concerned for the purpose of assuring consisteney with over-all 
iransportavion policies and adequacy of ithe programs and plans of such agencies 
to meet mobilization objectives 
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In order to carry out these general mobilization functions, it is pointed out tha 
the Under Secretary of Commerce for Transportation, or his deputy, have bee: 
appointed as members of the following important committees concerned wi 
defense mobilization: 

1. Chairman of the Defense Transportation and Storage CommitteeTof t! 
Office of Defense Mobilization. 

2. Member of the top level Requirements Committee of the Defense Productio 
Administration. 

3. Member of the Program Adjustment Committee of the Defense Producti: 


Administration. 
And that has to do with over-all mobilization programs, and we ar 
the transportation member of that committee. 


4. Member of the Defense Transportation Administration Inter-Agency Com 
mittee to coordinate the requirements of transportation user agencies. 

The Office of Transportation will provide necessary staff assistance in connex 
tion with the activities of the Under Secretary, or his deputy, on the above-list: 
committees. In general, this will require the collection and analysis of informa 
tion concerning the requirements for transportation services and also the stated 
requirements of the various agencies in the operating field for equipment and 
facilities necessary to meet the transportation traffic requirements. The pro! 
lems of these committees also include coordination of the various forms of {trans 
portation and institution of a system of traffic priorities when imposition of such 
controls become necessary. 


PRIORITIES AND CONTROLS ON TRANSPORTATION 


Senator Ferauson. How soon do you expect those controls? 

Mr. Renrzeu. Senator, we have no immediate reason to believe 
we will need any priority system at this time on transportation. In 
other words, we have developed a plan of air priorities which we put 
on the shelf. 

Senator Ferauson. You are not using them now? 

Mr. Renrzev. No, sir. We don’t anticipate we will need them right 
away. We don’t anticipate any need short of actual war for a formal 
system. “ 

Senator Ferauson. In other words, full mobilization? 

Mr. Renrzev. That is right. 

The problems of these committees also include coordination of the various forms 
of transportation and institution of a system of traffic priorities when impositior 
of such controls become necessary. In this connection it is proposed that the 
Office of Transportation will provide the principal staff assistance for the Commit- 
tee on Defense Transportation and Storage in the Office of Defense Mobilization 
which was established by ODM Order No. 7, a copy of which is attached. 


And I will make that available for the record. 


In addition, the Secretary of Commerce has certain direct and specific responsi- 
bilities in conneciion with the mobilization of transporiation activities under 
Execuiive Orders 10161, 10200, and 10219. It is understood that the Under 
Secretary will have primary responsibility for discharge of these functions relai 
ing to civil aviation. Consequently, it is planned that the Office of Transporta- 
tion will include a Civil Aviaiion Mobilization Division, which will be responsible 
for detailed completion of the plans for mobilization of civil aviation now being 
formulated by the NSRB air transport mobilization survey, and for assuring the 
implementation of those recommendations requiring immediate action. In addi- 
tion, the Office of Transporiation will provide staff assistance to the Under 
Secreiary for discharge of the claimant agency responsibilitv of the Secretary of 
Commerce under the D-1 order of he Defense Production Administration 
Under this order, the Secretary of Commerce will be designaied as claimant agent 
for materials necessary for the produciion of essenvial equipment and facilities for 
United States civil aviation. 

As a guide iv is estimated that the number of persons required to staff the 
Office of Transporiation for performance of iis normal peacetime funetions will 
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be approximately 35 people. In order to perform both its normal peacetime fune 
tions and those pertaining to defense mobilization activities it is estimated tha 
total of 50 persons will be required. These numbers are in addition to ihe persor 
nel required as personal assistants for the Under Secretary and the Depuiy Under 
Secretary, estimated to be five and eight persons respectively. 


(Defense Mobilization Order No. 7 follows:) 
DHO-7 
EXECUTIVE OFFICE OF THE PRESIDENT, 
OFrFicE OF DEFENSE MORILIZATION, 
March 18, 1951 


DEFENSE MOBILIZATION OrDER No. 7, CREATING A COMMITTEE ON DEFEN 
TRANSPORTATION AND STORAG! 


By virtue of the authority vested in me by Executive Order No. 10193 of 
December 16, 1950, and in accordance with Executive Order No. 10219 of Feb- 
ruarv 28, 1951, and in order to assist the Director of Defense Mobilization to 
improve the coordination and effectiveness of Federal policies and programs 
relating to transportation and storage, it is hereby ordered: 

1. There is established in the Office of Defense Mobilization the Committes 
on Defense Transportation and Storage, which shall consist of a chairman and 
one representative each, designated by the Secretaries of State, Treasury, Defense 
Interior, and Commerce, the Defense Production Administrator, and the Defense 
Transport Administrator, respectively, and such other members as the Director 
of Defense Mobilization may hereafter provide. The Chairman of the Com- 
mittee shall be designated by the Director of Defense Mobilization. 

2. The Defense Transportation Committee shall 

a) Advise the Director of Defense Mobilization on problems relating to defense 
transportation and storage. 

(b) Review Federal policies, plans, and programs relating to defense trans- 
portation and storage, and advise the Director of Defense Mobilization con- 
cerning policies, methods, and measures for improving the coordination and 
obtaining the most effective utilization of the various forms and facilities of 
transportation and storage, including among other matters policies, methods, and 
measures for the coordination of inland and ocean transportation and the opera- 
tion of ports. 

c) Review for the Director of Defense Mobilization such proposed legislation, 
Executive orders, and administrative orders and regulations relating to tr 
portation and storage as he may direct. 

3. In carrying out the responsibilities set forth in this order the Committee 
on Defense Transportation and Storage shall concern itself primarily with inter- 
agency problems, policies, and programs relating to defense transportation and 
storage and with matters relating to two or more forms of transportation under 
the jurisdiction of different departments or agencies. 

4. This order shall take effect on March 13, 1951. 

OFFICE OF DEFENSE MORILIZATION, 
CHARLES E. WILson, Director. 


ans- 


DMO-7 (Amendment 1 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
March 16, 1951 


DEFENSE MosILizATION ORDER No. 7, AMENDMENT 1, PROVIDING FOR A REPRE- 
SENTATIVE OF THE DEPARTMENT OF AGRICULTURE AS A MEMBER OF THE CoOn- 
MITTEE ON DEFENSE TRANSPORTATION AND STORAGE 


1. Defense Mobilization Order No. 7, issued by this Office effective March 13, 
1951, creating a Committee on Defense Transportation and Storage, is hereby 
amended, under paragraph 1, to provide that a representative designated by the 
Secretary of Agriculture shall be included in the regular membership of the 
committee. 

2. This order shall take effect on March 16, 1951. 


OFFICE OF DEFENSE MOBILIZATION, 
CHARLES E. WiuLson, Director. 
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ADDITIONAL PERSONNEL FOR DEFENSE ACTIVITIES 


Senator Fereuson. In other words, vou are going to put on top o 
the present organization about 15 people? 

Mr. Renvrzeu. Fifteen people to do the mobilization job; yes, si: 

Senator Ferauson. Do you think it needs that many? 

Mr. Renrzseu. Yes, sir; 1 think that the Civil Aviation Mobilizatio: 
Division alone will probably need most of those people. 

Senator Frerauson. You have the Defense Transport Administra- 
tion set up separately? 

Mr. Renrzev. That is right; we do have; and they function fo: 
land—I want to make this point clear—they function for domesti: 
surface transportation. Our job with relation to DTA is primarily 
coordination. In the requirements of over-all transportation fo 
which we have the responsibility as chairman of the Office of Defens: 
Mobilization Transportation and Storage Committee, we represen! 
a coordinated transportation requirement point of view. 

Senator Frrauson. Where is the list of employees? Are the 
listed, the 15, as to what they will do? 

Mr. Renrzeu. No, sir. 

Senator Ferauson. Are there not men in the Defense Transporta 
tion that will do practically the same thing? 

Mr. Renrzet. No. We are not asking people to duplicate that 
group. We are asking one or two people to work with them in regard 
to plans on presentation of an over-all transportation requirement duc 
to the Defense Production Authority, but the case of the Civil Avia- 
tion is solely within the hands of the Secretary of Commerce on 
mobilization matters. We have here this principal portion of the 15 
people who will be for the Civil Aviation mobilization implementation 

Senator Fercuson. You do not have information specialists in 
there, do you? 

Mr. Renrzeu. No, sir. 

Senator Frrauson. How did you miss that? 

Mr. Renrzet. Maybe we do not need any information specialists 

Senator Fereuson. I hope you do not. All of the others seem to 
need them. 

Mr. Renrzev. Yes, sir. Well, we think that we can operate with 
the total of 50 people in a mobilization period and 35 would be norma! 
peacetime, 

I want to make it clear, Mr. Chairman, this does not necessarily 
conform to this presentation here. I do not want to embarrass Mr 
Cawley. I mean this presentation I am making now does not neces- 
sarily conform to the budget presentation for the reason that (a) we 
are trying to get this thing reoriented and get it down to the people 
we need, and (4) this presentation was made before the Office of 
Transportation was completely organized and represents a split pre- 
sentation, as I understand it. Is that correct, Mr. Cawley? 

Mr. Cawxiey. That is right. 

Mr. Renrzex. In which there were 23 people in the old Bureau of 
Foreign and Domestic Commerce and 20 people in the Office of 
‘Transportation. 

Senator SaALTonstTaLL. Mr. Chairman, have you finished with vour 
question? 

Senator McCarran, Go ahead. 
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PRESENTATION OF TRANSPORTATION POLICY TO REGULATORY AGENCIES 


Senator SALTONSTALL. This presentation does not agree with the 
statement as meee. on page 25 of vour information, and the last 
sentence is the one I had in mind, which would seem to indicate that, 
when one of these regulatory bodies, including the ICC, et cetera, 
made a ruling that you thought was at variance with the over-all 
transportation, that you would appear before it, so to speak. 

m Mr. Rentzev. We might appear before it but we would not have 
the authority, as I see it, Senator, to ove rrule it in any way. 

Senator SALTONSTALL. Supposing a railroad, for instance, was ask- 
ing for an increase in rates which vou thought at variance with the 
over-all transportation policy. Would you appear, what you call 
ex officio or ex parte? 

Mr. Renrze.. No, sir; we would appear in a formal hearing as other 
people would appear. The General Services Administration might 
logically appear to oppose on behalf of the Government an increase in 
rates, and we would appear on behalf of the public. If we felt that 
the Nation’s economy was adversely affected, and we could prove it, 
we would come forward with a formal statement at an open hearing. 

Senator Ferauson. Isn’t that the ICC’s job—to represent the 
public? 

Mr. Renrzexi. Mr. Hollar has more experience with those cases. 

Mr. Hotuar. My thought in that connection would be that the 
regulatory body should have before it all evidence and all information 
possible to enable it to consider the case from all the various view- 
points. 

Senator Fercuson. Is that not just what it does? 

Mr. Houuar. The various elements of the public, shippers as well as 
other forms of transportation, put in evidence before the Commission, 
formally, and there may be some views that the Department of 
Commerce, looking at all of these things collectively, have that should 
come before that Commission. 

Senator Ferauson. But just look at the enormous amount of work 
that you have to do to present that kind of a picture fairly. You 
have to review the whole problem. 

Mr. Renrzev. That may be related to something I know a little 
more about, if | may relate the functions of the Civil Aeronautics 
Board, with which I am a little more familiar. 

On every case that comes before us as the Civil Aeronautics Board, 
we have the agencies of the Government come forward with their own 
interpretations—the Interior, for example. 

Senator Fgrauson. As it affects them? 

Mr. Renrzev. That is right. 

Senator Fercuson. But here you are going to represent the whole 
public. 

Mr. Renrzevt. Somebody should represent the user. 

Senator SavronstTaLL. Mr. Chairman, might I just say this: The 
first regulatory commission was in Massachusetts, the railroad com- 
mission, back in 1895 or 1896. It was always my understanding that 
the whole theory of giving a monopoly to a railroad or to a utility 
was to have a regulatory commission which would set their rates and 
give them a fair profit, and so on. 
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Now it seems to me just what Senator Ferguson was saying, t)) 
the Commission represents the public—and, insofar as that case 
concerned, we will say the railroad presents its request for an incre: 
in rates, and the C ommission says, ‘‘No, in the public interest y 
should not have that,’ or “in the interest of the public you sho) 
have that; that is a fair profit.” Now, if you are going to Bits 
a case so that that railroad body shall have to consider at the san 
time a connection with a lot of different departments of Gove 
ment, and how it will affect them, it seems to me that you are maki: 
it so that you are putting the railroads in an awfully unfair positio: 

Senator McCarran. You are setting up the Government again 
the people. 

Senator SALTONSTALL. Yes; that is just what I am trying to say 

Mr. Hoxtiar. That is not our thought on this. 

Mr. Renrzevt. Let me make a point, if I may say this, Senat 
You have given the General Services Administration a statutor 
responsibility under Public Law 192 to do just that 

Senator Feracuson. We find out what we have done usually befor 
the Appropriations Committee. Then they come and tell us hoy 
much money they need to do what we did not know we had done 

Mr. Renrzev. I am not arguing the point, Senator. 

Senator Ferauson. No; but I think you ought to realize that whe: 
you point out now what we did there. 

Mr. Renrzev. I want to explain why you did that, though, Senato: 
The Government is a great user of transportation and as such you gavi 
the General Services Administration responsibility for protec ting th 
Government’s interests in regard to transportation of users by othe: 
Government agencies; you also have given the Defense the sam 
responsibility. 

1 am not saying it is wrong; I am just saying that that is the case 

Senator FrerGuson. Outside of the military, you say we are great 
users? 

Mr. Renrzev. Certainly. 

Senator Ferauson. To what extent? 

Mr. Renrzev. All agencies of the Government use transportation 

Senator Ferguson. I realize that. 1 know how large the Govern 
ment is getting. 

Mr. Houtar. For stockpiling, for example. 

Senator SALTONSTALL. Is that not the function of the court? 

Mr. Renrzev. The ICC makes the determination. 

Senator SaLtTonsTaLu. Exactly; but that can be appealed to a 
court, can it not? 

Mr. Rentzev. Yes, sir. 

Senator SatTronstaLL. Now why is not that the function of th 
court? 


COORDINATION OF TRANSPORTATION POLICY 


Mr. Rentzev. We thought that Reorganization Plan 21 intended 
that the Department of Commerce should try to provide an over-all 
transportation plan for all forms of transportation, not that we were 
to regulate it but that we could develop an integrated transportation 
plan and Federal policy on the treatment of all forms of transportation 
before the various regulatory agencies, and that with a minimum stall 
that was the coordinating job we wanted done. 
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Senator Feraguson. You take away all competition. You are going 
to lay down the plan. That is what is wrong today, as I see the rail- 
roads. Instead of trying to improve themselves to meet competition 
they try to get a monopoly with all other transportation. That is 

vhat you are going to do. You are going to get them a coordination 
vhich becomes a Government monopoly. 

Senator SALToNsTALL. This may be a little beside the point, but 
| hope it is not: The Government owns a little canal service some- 
where off the Mississippi, down in Louisiana some place—I believe it 
; the Inland Waterways Corporation—where we have poor equipment. 
Now we have got to make it possible for the Government to operate 
hose canal boats reasonably profitably. 

[t appeared to me when I listened to the testimony on that that we 

ere trying to protect ourselves down there through making possibly 

ifair rates somewhere else. 

‘ee Renrzev. That is not intended. 

Of course, maybe we misinterpreted the intent of the Congress, 
ut our thought is not to try to take over the regulatory functions. 

ir peacetime function is quite similar to the mobilization of trans- 
ortation in war. What we interpret Reorganization Plan 21 to 
mean when we set up this office is that the Congress intended that 

Department of Commerce exercise general supervision over the 
transportation activities within the Department—that is, those 
transportation facilities which are in the Department of Commerce— 
so that there should be some program consistency among the several 
transportation agencies, not only those in the Department but also a 
plan should be developed encompassing over-all transportation policy. 

Senator SALTONSTALL. Mr. Chairman, do you mind if I ask one 
nore question? I do not want to prolong this. 

Senator McCarran. No; that is all right. 

Senator SALTONSTALL. Is it your poiicy, for instance, that the 

roads should coordinate their rates with the maritime boats so 
that the boats can make a profit, the ships can make a profit, and the 

iilroads can make a profit? 

Now, as I understand it, the through rate on the railroads was lower 
han the short haul rates, because they had to compete with the ships 
that went through the canal or around the horn. Now, that was not 
sed on giving them each a fair rate, that was to ¢ allow the railroads 
0 compete, between two groups of private enterprise. 

Now, if the Government owned all the transportation, that is 
another matter. 

Mr. Renrzeu. Yes, sir, I agree with you. 

Senator SALTONSTALL. But if you are going to allow competition 
nd set up this thing where there is no competition and to prevent 
the rates from getting too high, then that is another function. But 
| do not see why you are not putting one bit of Government on another 
bit of Government which is supposed to do the task. The ICC 
s supposed to do this task. Now you are going to advise it how to 
iO 1b. 

Mr. Renrzev. We may advise, that is true, Senator, but we will 
have no control over their decisions. 

Senator SALTONSTALL. It is very interesting. It is a very interest- 
ng question. 
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Mr. Renrzeit. May I make this point, sir: At the present tim 
we have several agencies regulating various forms of transportatio: 
And we certainly would hope, and there is no intention on the part 
of the Department of Commerce to change that. We do not read 
the law to say that we can change it. We read the law to mean that 
the regulatory agencies will continue to function in their own field 
and promote and regulate the facilities or type of transportation ove: 
which they have a statutory control. 

There is not and never has been, however, any coordinated trans- 
portation plan for relationship of various forms of transportation, and 
there has been no catalytic agency to bring the various regulatory 
commissions together either in their Federal promotional efforts or 
their regulatory efforts. 

We interpreted Reorganization Plan 21 to mean that the Con 
merce Department would provide that uniform or unified over-al 
transportation policy. And that in trying to achieve that it woul | 
go to the sald commissions and attempt to present its Over-a 
case in such a way that the regulatory commissions would be aware 
of the impact on an over-all national policy. 

Senator SALTONSTALL. Why would not that eliminate competition? 

Mr. Renrzev. That certainly would not be the function of the 
Commerce Department. 

Senator SALTONSTALL. Why would it not result in the elimination 
of competition if you carry your idea through to completion? — I do 
not want to continue it. It is a very ne question. 

Mr. Houxar. It might be thought of as eliminating what migh! 
be called wasteful, costly competition and uneconomic competition 


PRESENTATION OF TRANSPORTATION POLICY TO REGULATING AGENCIES 


Senator M« ARRAN. Let me read you a colloquy that took pla 
here when Mr. Zeis testified: 


Senator McCarran. What about this language freading}: 

‘And when considered at variance with the over-all transportation program of 
the Government or important parts thereof, an adequate representation will | 
made before the regulatory commission and recommendations will be made { 
desirable changes in regulatory policy.’ 

Mr. Zeis. That is correct. 

Senator McCarran. I do not follow you, in light of that language 

Mr. Ze1is. Let me give you a specific case, Mr. Chairman. 

During the last war, and, for that matter, during the current emergency, t! 
Government presumably had some sort of priced-control policy. At the same tit 
that the administration has such a policy decisions can be made by the regulatory 
agencies which will upset that policy. Under those circumstances the Governme: 
certainly is entitled to appear before the regulatory agency and tell them what t! 
impact of their actions is likely to be. 


And then skipping over some of it 


Senator McCarran. You have mentioned the Government transportatio. 
policy. Your justification uses the same phrase: What is the Government 
transportation policy? Who sets the policy? 

Mr. Zeis. The President of the United States. He has indicated he will lo« 
to the Department of Commerce f or leadership in helping to develop such a policy 

Senator McCarran. The President of the United States is to set the entir 
picture here; is that right? Just tell me what your idea of the policy is. Is that 
your idea of the policy? 

Mr. Zeis. I would say “Yes.” 


The reason I read that to you is to show you how great minds differ 
Senator SauronsTaLt. May I ask this question, which was handed 
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to me, and I think it is a good question: Will not this move of yours 
force the Commerce Department to review pipeline transportation of 
vas, oil, et cetera, as compared with tanker cars and movement by 
ships, and so forth? 

Mr. Rentzeu. No, sir. It depends on what the situation is. The 
Office of Defense Mobilization, from a mobilization point of view, has 
the responsibility of reviewing all transportation requirements in the 
light of available transportation facilities to meet mobilization needs 
From that point of view, you would review pipelines, tank cars, and 
tankers. 

Senator SALTONSTALL. That is in war, I mean that is the sense, or 
whatever you want to call it. 

Mr. Rentzev. That is mobilization. 

Senator SALTONSTALL. Mobilization; yes. 

Mr. Renrzev. That is right. 

Senator SALTONSTALL. Now we are setting up this Department, 
this Department is set up by law, and you are carrying on fune ies 
that certainly you are not going to confine to defense purposes. 

Mr. Renrzet. No, sir; there are two phases to the job, if | may read 
this again. 

Senator SALTONSTALL. I would not question you so much on the 
defense, that is one thing; but what you are setting up is a new 
civilian policy. 

Mr. Renrzevt. May I read this containing these four items again? 
I do not think you were here, Senator. 

Senator SALTONSTALL. Yes, | heard part of it. Go ahead. 

Mr. Rentrzev. This describes, to the best of my ability, the peace- 
time function of the Office of Transportation. 


CONSOLIDATION OF TRANSPORTATION ACTIVITIES 


Of course, there are several transportation agencies in the Depart- 
ment of Commerce, the Maritime, the Civil Aeronautics Administra- 
tion, the Public Roads, and the Inland Waterways Corporation, and 
| think that is about all. 

First, this order establishes this office to exercise general supervision 
over those transportation activities that are housed within the Depart- 
ment. Ido ~ think there is any particular argument there. 


Secondly, it is to “assure program consistency among the several 
transport: it agencies of the Department and develop for their 
cuidance a unified over-all transportation policy, including the plan- 
ning and developing of such route patterns as may be required for all 
land, air, and water transportation systems in the light of the total 
transportation needs of the country.” 

Senator Frerauson. That is where I think you are mistaken. You 
see, you are going to create a situation where the Government is going 
to take every form, as I indicated the other day, you could under that 
take over every form up to walking. 

Mr. Renrzevt. How would you do that, if I may ask? 

Senator Feracuson. You are going to regulate it. 

Mr. Renrzec. It is already being regulated. 

Senator Fercuson. But it is regulated by different branches who 
can see that there is some competition. You are going to eliminate 
competition under that kind of a system. 
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Mr. Renrzev. That would not be my philosophy, but it might b 
done. 

Senator Ferauson. Sure, it might be done. That is the point. 

Mr. Renrzev. I do not think it was the intent of the Congress, no: 
was it the intent of the President, nor the Secretary of Commerce. 

But do you mean, sir—and I say this very respectfully—do yo 
mean there should be no form of cooperation between the various 
forms of transportation? 

Senator Fercuson. I do not think the pipelines should interfere 
with aviation. I do not think they have any connection. I do not 
think railroads and busses and aviation should try and have a monop 
oly, laying out a certain route that somebody must operate and th: 
others cannot operate. 

Mr. Renrzex. I will agree with you there, as far as that is con 
cerned. 

Senator Ferauson. I think the idea of having a separate branch ot! 
the ICC to take care of railroad transportation and the busses is 
better than being tied down by what Commerce thought was th 
over-all program. 

Mr. Renrzeu. I do not anticipate rong to be tied down to that 
Senator, but if there is to be no ove ‘r-all transportation policy or plan 
in the Government, then I think I am wasting my time. 

Senator SALTONSTALL. If you carry that philosophy through to its 
completion, why are you not destroying all the initiative to build 
competing transportation facilities? The pipelines have been d 
veloped and, to a certain extent, we will say, they are tending to put 
the oil tanker out of existence. 

The bus lines were developed and their fares were low, and they 
have tended to revolutionize railroad passenger traffic. 

\fr. Renrzev. Yes, sir; almost to the extent of getting it out ol 
business 

Senator SALTONSTALL. And the big six-wheeled freight carriers ar 
tending to change all railroad rates 

If you say we are going to have an over-all policy, I do not see 
why you are not tending to destroy the effective competition or the 
building up or the destruction of all future initiative and imagination 
for creating new methods of travel. 

Senator Frreuson. And will not your next step be in fuels and 


everything else? Why should people in Pittsburgh use oil? The, 


have coal around there. 

Why shou - the peo yple down in another town use something else? 
You w | 1 all fields. This is just part of a grandiose scheme, is it 
not, of soil Reviews and controls, instead of regulatory bodies, 
where vou get a fair hearing and a fair trial? 

Mr. Renrzev. You are speaking of individuals. 

Senator FreRGuSON. Yes. the Government is coming in and 
pressing its claim. You talk about representing the people. That is 
that {C's job, as I understood it. 

Senator SaALronsTauL. That is what I say. 

Senator Ferauson. And, therefore, when the lawyers appear to 
present the picture, the shipper is going to take care of himself, if you 
will let him. 

But here the Government is going to accept this and say: ‘Oh, no, 
you cannot decide that because we have in mind that we do not want 
you to operate to Detroit, we are going to have airplanes go up there.”’ 
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Mr. Rentzeu. Senator, that is not intended at all. 

Senator Frereuson. | know, but that is what might happen under 
that. You put 15 men on and I will just wait and wager you that 
you will want 50 before the year is up. 

Mr. Renrzeu. I will be glad to wager that. 

Senator Fercuson. Do you have control of it? 

Mr. Rentzev. Yes, sir. 

Senator Frrcuson. You will save the taxpayers some money. 

Mr. Renrzev. I have been trying to save them some money for 
many years. 

Maybe we misinterpreted the intent of Congress entirely, but | 
was under the impression when I took this job that Congress had set 
it up on the basis that we were trying to get some over-all transporta- 
tion policy in the United States and some correlation of policies be- 
tween the agencies. 

If that is not intended and if each transportation medium is sup- 
posed to run as it sees fit without regard to the conservation of either 
fuel supplies or anything else, or without regard to the effect it has 
on other transportation mediums, then perhaps we are off on the 
wrong tangent entirely. 

Senator Ferauson. The first thing you know, you fellows will have 
pilot plants. ‘That is what you used the TVA for, as a yardstick. 

Mr. Renrzev. Do not categorize me, Senator, with that group. 

Senator Fereuson. I am not trying to. This is not personal. 
You are out of that. 

Senator McCarran. Let me tell you the principle that is being 
evolved. I will illustrate it to you. 

Some years ago we passed the Maritime Commission Act, giving 
the Maritime Commission the power to take care of crippled shipping 
lines. We never intended, and the Congress never intended, that 
the United States Government would go into the shipping business. 

That was very clear from expressions on the floor of both Houses. 
One line fell under economic conditions. The Maritime Commission, 
in order to protect itself, asked that the stock of that line be turned 
over to it so that it might regulate the line while it was receiving the 
benefits of the Government. That was done. 

The debt was paid off, with interest. Then the owners of the line 
sought restitution of the line. They went through the courts. The 
Supreme Court of the United States on three occasions said the line 
must be returned to the original owner. 

The Department of Justice, following this very principle that you 
are criticizing, stepped in and said, ‘ ‘But the Government is interested 
now.” 

And it is the Government that comes in here, and they have kept 
this thing in a quibble of litigation for the past several months, and 
they are ‘probably going to keep it that way for many more months. 

That is the same principle that is involved here in this thing, that 
just as sure as you live, the Government is the super thing that is 
coming in here and we are driving right toward that end, and I am 
sorry to say it. 

Mr. Renrzev. Mr. Chairman, we have the Government in the 
CAB and the ICC regulating these industries. I am very much 
interested in trying to do this the way Congress wants it done, the 
way I thought they wanted it done. 
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It is not intended that there be any coordination between th 
various forms of transportation? I am sure you have to have i 
from the viewpoint of mobilization, but I am speaking of the peace- 
time approach. 

Senator FirGuson. That is what we are talking about; peacetime. 
We are not talking about war. We expect Government to operat: 
it mM war. 

Senator McCarran. Let me show you what happened in this mat 
ter that I referred to. 

The President of the United States, after the Supreme Court had o1 
three occasions decided the case, wrote a letter to his Secretary of Com 
merce and told him not to carry out the mandate of the Court of last 
resort. 

Now, if that is not something new, my knowledge of law has been a 
lost art for a long time. 

Mr. Renrzev. I do not know the details of that case, Mr. Chair 
man. 

Senator McCarran. I am referring now to your own Department. 
You are not in it vet, but it touches vour Secretary. 

Senator Fereuson. And is it not true that coordination, to Gov- 
ernment, means control? We have been functioning under the so 
called free enterprise system, competition. 

There might be some waste, but certainly it is worth that rathe: 
than to put it under one regulatory body which is governed, and what 
you call coordination is to Joe Dokes back home and John Q. Publi 
regulation. 

Mr. Rentrzev. Regulation, Senator, is already in effect. 

Senator Fmrauson. Sure. But did we not set up ICC as an inde- 
pendent agency, as a quasi-judicial body? 

Mr. Runrzer. Yes, si 

Senator aiainiaoe ALL. ‘inl the same is true of the Civil Aeronautics 
Board. 

Mr. Renrze.. That is right. 

Senator Fercuson. They are appealable to the courts. 

Mr. Renrzev.. That is right. 

Senator SALTONSTALL. Excuse me, Senator. 

Senator Fercuson. Go ahead. 

Senator SaLronsTaLyL. To carry it one step further, you are a 
conservative, reasonable gentleman. I heard you getting very much 
lauded the other day, and quite correctly. 

But suppose, now, that there was not quite such your type of : 
gventleman running this thing, the next step we would have before the 
Congress would be: ‘‘ Here we have these four or five different agene les; 
now we would like to set them all under this one over-all agency so 
that we can have a closer supervision or control over them.”’ 

That would be the next step, would it not? 

You are very conservative and you are saying vou will just be 
advising, that you are just going to represent here and there what the 
Government wants and ts ap the ICC on the shoulder and say, “You 
had better do it this way.”’ And if they do not do it, you do not have 
any police power. So the next ste p would be to ask for police power. 

Then vou can say that the ICC has to do that because otherwise 
vou are going to put this airplane line out of existence. 
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Is that a fair statement? 

Mr. Renvrzev. I suppose it could happen. 

As a matter of fact, there has been a lot of talk of one transporta- 
tion commission within the Congress itself. As vou know, the Senate 
Interstate and Foreign Commerce Committee made quite a study of 
that very subject, in which I do not think there is any sentiment to 
do it. I know that I speak for Mr. Sawyer, and I certainly speak 
for myself, when I say we have no intention of promoting such an 
arrangement. 

But we do feel, and we thought we interpreted the will of Congress 
to be we ought to have some coordination between the forms of trans- 
portation for the over-all transportation rood of the people of the 
United States. Mavbe we do not need that. 

Senator SALTONSTALL. Perhaps we ought to. 

Mr. Renrzev. But Government regulation already exists. There 
certainly is no question about that. 

It has existed, and, I think profitably. 

Senator McCarran. Gentlemen, we have another hearing sched- 
uled to take place in this room. We are not through here vet, but 
before we recess for today, there is something I want for the record. 

[ have already put into the record the other day Executive Order 
No. 10219. 

Mr. Renrzeu. Yes, sir. 

Senator McCarran. Now I desire to draw to Mr. Rentzel’s atten- 
tion, as Under Secretary of Commerce, a memorandum that I have 
prepared on this subject, which I desire to have inserted in the record. 

| wonder if we might insert in the record at this time this memo- 
randum that I think is pertinent to this whole subject, which I had 
prepared here, and [ ask vou kindly to, as soon as possible, give me an 
answer to this memorandum. 

Mr. Renrzev. All right, sir. 

Senator McCarran. The memorandum and the answer thereto will 
appear in the record. 

The material referred to appears on p. 799.) 

Mr. Renrzev. Mr. Chairman, may I return? I do not know 
whether my intentions are pretty clear, or not, but my intentions are 
not to override the functions of the regulatory agency. 

Senator McCarran. I think we should not terminate at this point. 
For that reason, Mr. Rentzel, you can return at 10:30 tomorrow 
morning and elaborate further. 

Perhaps by that time you can have prepared your answer to my 
memorandum. 

I do think that Senator Ferguson and some of the other Senators, 
Senator Saltonstall and probably Senator Ellender, will be here 
tomorrow and might want to go into this matter at greater length. 

Mr. Renrzev. As you probably know, Mr. Chairman, this question 
came up in the confirmation proceedings in the Interstate and Foreign 
Commerce Committee and was gone into in some detail by the Senators 
there who appeared equally concerned about the matter. 

[ am in the position of not knowing how to answer you except to 
say what our own present intentions are. I do not know what the 
ultimate outcome may be. 

Senator McCarran. Mr. Rentzel, I want to say this to you—and 
[ think I can speak for every member of| this committee, and I 
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certainly speak for myself—that if you could live forever and bh 
forever the Under Secretary of Commerce in charge of this, I do no: 
think some of these pertinent questions would apply at all. 

But men pass on and others take their place, and so forth, and w: 
are looking forward to whomsoever might come along. 

Mr. Rentzex. Yes, sir; I understand. 

Senator McCarran. We will recess now until tomorrow morning 
at 10:30. 

(Thereupon, at 4:40 p. m., Tuesday, May 1, 1951, the hearing 
recessed, to reconvene at 10:30 a. m., Wednesday, May 2, 1951.) 





